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Hovst or REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 
Washington, D.C. 

* The committee met at 10:45 a.m. in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morean. The committee will come to order. 

The committee meets this morning in open session on H.R. 13021, 
aid to Latin America and contingency fund increase. 

Without objection, H.R. 13021 will appear in the record at this 
point. 

(H.R. 13021, 86th Cong., 2d sess.] 






A BILL To provide for assistance in the development of Latin America and in the reconstruction of Chile, 
and for other purposes. 







Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


STATEMENT OF POLICY 





SECTION l. (a) It is the sense of the Congress that— 

(1) the historic, economic, political, and geographic relationships among 

the American Republics are unique and of special significance and, as appro- 
priate, should be so recognized in future legislation; 

(2) although governmental forms differ among the American Republics, 
the peoples of all the Americas are dedicated to the creation and maintenance 
of governments which will promote individual freedom; 

(3) the interests of the American Republics are so interrelated that sound 
social and economic progress in each is of importance to all and that lack of 
it in any American Republic may have serious repercussions in others; 

(4) for the peoples of Latin America to continue to progress within the 
framework of our common heritage of democratic ideals, there is a compelling 
need for the achievement of social and economie advance adequate to meet 
the legitimate aspirations of the individual citizens of the countries of Latin 
America for a better way of life; 

(5) there is a need for a plan of hemispheric development, open to all 
American Republies which cooperate in such plan, based upon a strong produc- 
tion effort, the expansion of foreign trade, the creation and maintenance of in- 
ternal financial stability, the growth of free economic and social institutions, 
and the development of economic cooperation, including all possible steps 
to establish and maintain equitable rates of exchange and to bring about 
the progressive elimination of trade barriers; 

(6) mindful of the advantages which the United States has enjoyed 
through the existence of a large domestic market with no internal trade 
barriers, and believing that similar advantages can accrue to all countries, 
it is the hope of the people of the United States that all American Republics 
will jointly exert sustained common efforts which will speedily achieve that 
economic cooperation in the Western Hemisphere which is essential for lasting 
peace and prosperity; and 
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(7) accordingly, it is declared to be the policy of thé people ob the United 
States to sustain and strengthen principles of individual liberty, free iastitu- 
tions, private enterprise, and genuine independence in the Western Hemi- 
sphere through cooperation with all American Republics which participate in 
a joint development program based upon self-help and mutual efforts. 

(b) In order to carry forward the above policy, the Congress hereby 

(1) urges the President through our constitutional processes to develop co- 
operative programs on a bilateral or multilateral basis which will set forth 
specific plans of action designed to foster economic progress and improve- 
ments in the welfare and level of living of all the peoples of the American Re- 
publics on the basis of joint aid, mutual effort, and common sacrifice ; 

(2) proposes the development of workable procedures to expand hemi- 
spheric trade and to moderate extreme price fluctuations in commodities 
which are of exceptional importance in the economies of the American Re- 
publics, and encourages the gradual development of regional common markets 
among the American Republics; 

(3) supports the developmeat of a more accurate and sympathetic under- 
standing among the peoples of the American Republics through a greater 
interchange of persons, ideas, techniques, and educational, scientific, and 
cultural achievements; 

(4) favors the progressive development of common standards with respect 
to the rights and the responsibilities of private investment which flows across 
national boundaries within the Western Hemisphere; 

(5) supports the consolidation of the public institutions and agencies of 
inter-American cooperation, insofar as feasible, within the structure of the 
Organization of American States and the strengthening of the personnel 
resources and authority of the Organization in order that it may play a role 
of increasing importance in all aspects of hemispheric cooperation; and 

(6) declares that it is prepared to give careful and sympathetic considera- 
tion to programs which the President may develop for the purpose of pro- 
moting these policies. 

AUTHORIZATION 
Sec. 2. In order to carry out the purposes of section 2 of this Act, there is hereby 


~. 


authorized to be appropriated to the Secretary of State not to exceed $500,000,000, 
which shall remain available until expended, and which the Secretary may use, 
subject to such further legislative provisions as may be enacted, in addition to 
other funds available for such purposes, on such terms and conditions as he may 
specify. The Secretary of State shall keep the Committee on Foreign Relations 
of the Senate and the Committee on Foreign Affairs of the House currently 
informed about plans and programs for the utilization of such funds. 


SPECIAL AUTHORIZATION FOR CHILEAN RECONSTRUCTION 


Sec. 3. There is hereby authorized to be appropriated to the President not t 
exceed $100,000,000, which shall remain available until expended, for use, i 
addition to other funds available for such purposes, in the reconstruction an¢ 
rehabilitation of Chile on such terms and conditions as the President may specify 


MUTUAL SECURITY CONTINGENCY FUND 


Sec. 4. (a) Section 451(b) of the Mutual Security Act of 1954, as amended 
which relates to the President’s special authority and contingency fund, i 
amended by striking out ‘$150,000,000” in the first sentence and substituting 
**$250,000,000’’. 

(b) Section 551 of the Mutual Security Act of 1954, as amended, which relat 
to limitation on the use of the President’s speci»l authority, is amended by insert 
ing before the period ‘‘: Provided, however, That the aforementioned authority 
may be used during the fiscal year 1961 to finance activities which normally 
would be financed from appropriations made pursuant to sections 411(b) ang 
411(c) of this Act”’ 

Chairman Morean. This bill has been introduced in the Senat 
and was separated into two sections. Both bills passed the Senat 
last Friday. One bill refers to the contingency fund and the other t 
Latin America. Ours is all in one package. 
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Our witness this morning is the Honorable Douglas Dillon, Under 
Secretary of State. Mr. Dillon is accompanied by Mr. Joseph C. 
Satterthwaite, Assistant Secretary of State for African Affairs: Mr. 
T. Graydon Upton, Assistant Secretary of the Treasury; Mr. William 
B. Macomber, Assistant Secretary of State for Congressional Rela- 
tions and Mr. Phil Claxton, Deputy Assistant Secretary (Mutual 
Security Affairs), Department of State. 
Mr. Secretary, if you have a statement you may proceed, sir. 


STATEMENT OF HON. DOUGLAS DILLON, UNDER SECRETARY 
OF STATE 


Mr. Dition. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my purpose today 
is to support the administration’s request for four amendments to the 
Mutual Security Act: 

1. To authorize the appropriation of $500 million for a new social 
development program in Latin America; 

2. To authorize the appropriation of $100 million for further re- 
habilitation assistance to the Republic of Chile; 

3. To increase the existing authorization for appropriations of 
contingency funds by an additional $100 million; and 

4. ‘To suspend for the remainder of fiscal year 1961 the application 
of section 551 insofar as it applies to sections 411(b) and 411(c) so as 
to permit greater flexibility in meeting increased administrative costs 
which were not anticipated when the budget was prepared 12 months 
ago. 

It is not the intention of the administration to seek appropriations 
during this session for either of the first two items, but appropriation 
of additional contingency funds is urgently needed. As you know, 
these requests were presented early last week to the Senate, which 
acted favorably last Friday. In acting on the new Latin American 
program the Senate combined a statement of general principles with 
an authorization of funds in a piece of new legislation unconnected 
with the Mutual Security Act. Appropriation of funds was author- 
ized to the Secretary of State rather than to the President as had been 
requested. The new act also authorized the funds requested for 
Chile. 

In a separate action the Senate amended the Mutual Security Act 
to increase the authorization for contingency fund appropriations by 
$100 million and to suspend the application of section 551 in accord- 
ance with our request. 

While we recognize that there is little substantive difference in the 
legislation as proposed by the administration and as enacted by the 
Senate, our preference would be for the inclusion of the Latin American 
program and the Chilean program within the framework of the Mutual 
Security Act in the manner originally recommended. Such action 
would seem to be more compatible with the generally accepted concept 
of a single piece of legislation for all our varied programs of assistance. 

I would like now briefly to discuss the administration’s proposals, 
beginning with the request for authorization in the amount of $500 
million for a new sede) development program in Latin America. 
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PROGRAM FOR LATIN AMERICA 


The United States and its neighbors in Latin America enjoy a special 
relationship rooted in unique.and enduring ties of history, geography, 
and trade. As neighbors we have w orked in close political association 
through the Organization of American States. We have jointly de- 
veloped and strengthened our economic and financial relationships. 
We now propose to join forces to deal with the pressing needs for social 
progress with which so many of our neighbors are confronted. 

Despite notable and substantial economic growth in much of Latin 
America, despite rapid industrial development i in many areas, despite 
some increases in agricultural production, the great majority of the 
people of these nations have achieved little improvement in their 
standard of living. 

Among the reasons for this situation, several have particular 
significance. A very high rate of population growth has consumed a 
large part of increasing production. The general living standard has 
been so low that large. percentage increases have involved only small 
gains in absolute terms. Productivity has been greatly hampered 
by the lack of education and training. Finally, outdated economic, 
legal, and social practices and institutions have frequently impeded 
growth. 

Thus, we find masses of people still living in extreme poverty, 
without adequate prospect of favorable change. At the same time 
there is wide popular appreciation in Latin America that such condi- 
tions need not exist and mounting demands that they be improved. 
Unless hope for improvement can be given, the prospect is for in- 
creasing frustration and unrest which can only lead to violence and 
destruction. 

To provide an adequate response to these pressing needs is a task 
which will take effort, money, and time. It will require initiative, 
effort, and courage on the part of the Latin American governments 
to adopt and adhere to policies and actions which will assure their 
people a reasonable degree of social progress. We believe that the 
governments of Latin America recognize this need and that they 
have the will and the determination to take the necessary actions. 
This is a primary requirement for success, 

While it is the Latin American countries themselves which of 
necessity must find the ways to solve these problems, few if any of 
them possess the means to do so alone. They need help—help in 
developing effective programs and help in the form of outside financing. 

To provide such help is the purpose of the new social development 
program which we are proposing. We would contribute capital 
resources and technical assistance to support the efforts of those Latin 
American countries which are prepared to initiate effective institu- 
tional improvements and self-help measures in the field of social 
development. We would hope to include in the new social develop- 
ment program for Latin America the Federation of the West Indies, 
which has achieved self-government and which will soon become 
fully independent—probably next year. 

In a short time we shall be meeting with representatives of the 
governments of Latin America at Bogota in a hemispheric economic 
conference. The discussions at Bogota will look toward the develop- 
ment of plans for a positive and productive attack on the problems 
of social development. 
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As I have suggested, effective plans will require strong actions by 
the Latin American governments, particularly in the field of domestic 
reform. To encourage them to take such actions, and to make plain 
that assistance to complement their actions can be anticipated, we 
need a clear and unmistakable expression of congressional readiness 
to provide appropriations. It is for this reason that we are requesting 
an authorization at this time. 

Such an authorization would provide a framework within which we 
and our friends from Latin America can develop’ new and more effec- 
tive plans and programs for attacking the problems of social progress. 

We envisage that the conference should agree upon the basic objec- 
tives of a program for social development which gives primary atten- 
tion to needs in three broad areas: (1) Improvement of the conditions 
of rural living and land use; (2) improvement of housing and com- 
munity facilities; and (3) improvement of educational systems and 
training facilities. 

The program we envisage begins with the development of specific 
rolicies, plans, and programs by each of the governments concerned. 
W e foresee that the Latin American governments will obtain sub- 
stantial help and advice from the Inter-American Development Bank 
and the Inter-American Economic and Social Council in preparing 
specific projects and programs to expedite social progress, in examin- 
ing the adequacy of existing tax systems, institutions, laws, and poli- 
cies to promote such progress, and in developing more effective s Sys- 
tems of mobilizing human and material resources to further these 
objectives. 

We foresee that the funds which the United States would provide 
to assist in carrying out these plans and programs would be utilized 
for the most part for loans repayable in local currencies and admin- 
stered through the Inter-American Development Bank. Neverthe- 
less, we do not preclude the use of other mechanisms or means in- 
cluding grants where appropriate. 

It is our idea that the total effort should be periodically reviewed 
and discussed within the Inter-American Economic and Social Council 
where the progress in each country could be assessed and plans for 
further progress could be discussed. 

In these ways we believe the American Republics can proceed 
effectively on a basis of common effort to meet their most pressing 
needs. 


THE PROPOSAL FOR CHILE 







I should like to turn now to the request for an authorization for 
$100 million for use in the reconstruction and rehabilitation of Chile. 
This task of reconstruction, as the committee knows, is the result 
of the recent series of earthquakes and floods which left great destruce- 
tion over wide areas of the most populous regions of the country. 

According to the Chilean Government’s latest estimates the cost of 
reconstruction will amount to approximately $450 million. We as- 
sume that the largest part of this cost will be met by the Government 
and people of Chile themselves, but they cannot bear the entire cost 
and need generous help from outside sources. We have already 
provided emergency help in the form of approximately $25 million in 
grants from contingency funds. An Export-Import Bank reconstruc- 
tion credit of $10 million has been extended. 


59979—60——2 






6 AMERICAN REPUBLICS COOPERATION ACT 

We are also actively exploring the use of Public Law 480 and of 
other authorities to help meet Chile’s needs. In addition to assistance 
from other countries, the Government of Chile has requested a loan 
of $150 million from the United States. While a part of this need 
may be met through the other means to which I have referred, I am 
certain that Chile will need additional resources of at least $100 
million in order to carry out its reconstruction and maintain financial 
stability. 

Authorization action now will provide the necessary reassurance to 
the Government of Chile that in undertaking the arduous and burden- 
some task of reconstruction, which will require substantial sacrifices 
by its people and in adhering to its courageous program of economic 
stabilization, it can depend upon further and timely assistance from 
the United States. 


ADDITIONAL CONTINGENCY FUNDS 


The President has requested the authorization and appropriation of 
an additional $100 million of contingency funds. The need for this 
additional authorization and appropriation is real and urgent. As 
you know the Senate has authorized this increase and the Senate 
Appropriations Committee has recommended the appropriation of the 
full amount. 

The Soviet intensification of the cold war and the events which 
have occurred in Africa and elsewhere since the enactment of the 
authorizing legislation for fiscal year 1961 confront us with a dramati- 
cally altered situation. Our estimates of the magnitude of potential 
needs which may require the use of contingency funds have necessarily 


been substantially increased. 
This is not to say that the need for some use of contingency funds 
to assist new nations in Africa was not envisaged prior to the recent 


events. For example, we did foresee a need in the Congo and that 
need might have been met within the original authorization. We 
did not foresee that the transition from colony to independent state 
would be accompanied by the violent disruption of relationships 
between Belgium and the Congo with such adverse effects on the 
interests of both countries. The fundamental conditions that will 
permit a more normal life in the Congo must be re-created as prac- 
ticable. 

Administrators and technicians must be trained. Minimum social 
services must be resumed. ‘Transportation must become available 
once more and telephone, telegraph stations, and the mails must 
operate through the country. Essential banking and other services to 
the business community must be performed. It is our earnest hope 
that stability may soon be restored in this troubled area and the 
energies of its peoples and of the United Nations may be turned to the 
tasks of redirecting its economy into a path of peaceful progress. 

Despite the uncertainty of the situation, a careful review of the 
present economic situation in the Congo makes unmistakably clear 
that the restoration of order, the resumption of economic activity, 
and the conduct of government will be totally impossible within 
the resources which can be presently mustered by the Congolese 
internally. Substantial outside help will be essential for some time. 
The Congo has a real potential for achieving a healthy economy but 
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the realization of this potential will be possible only if aid is forth- 
coming. 

It is our view that the problem of achieving economic order can best 
be dealt with through the offices of the United Nations. We wish it 
to be clear to the Congolese that we are willing to help them in this 
fashion to achieve stability and make a start toward progress within 
free Congolese institutions and that we do not aspire to control or 
direct their affairs. Certainly we expect and believe that other free 
world nations will wish to assist substantially and in the same way. 
Still other nations will offer to assist with a view to securing Com- 
munist control. It is too early to know what precise dimension or 
form of help will be needed by the Congo and what our fair share 
may be. 

The present situation is indeed one of great uncertainty. It would 
be quite impracticable at this time for us to describe in definite terms 
the kind or dimension of assistance from the United States which it 
may be sensible and productive to provide. We are not asking that a 
decision be made now to provide additional funds for the Congo. 
What we are asking is that the President have adequate funds on 
hand to be used for this and like purposes if, as, and when it clearly 
appears that such action is in the national interest of the United States. 

However, it is very possible that the needs in the Congo together 
with the $20 million grant of fiscal year 1961 contingency funds already 
earmarked for Chilean reconstruction could come close to exhausting 
the present contingency authorization, leaving little or nothing for 
the needs that experience has taught us will surely develop elsewhere. 

For instance, during the present year some 16 additional African 
nations will gain their independence. It is our earnest hope that 
the transitions will be made peacefully but in this vast and often 
troubled continent it would not be surprising if serious problems 
arose beyond the capacity of the peoples immediately concerned to 
resolve alone. We must be in a position to take prompt and con- 
structive action in concert with other free nations if the need arises. 

I sincerely urge that favorable action on the President’s request 
be promptly taken. It is an absolutely essential element in assuring 
our Nation’s interest in the uncertain days that lie ahead. 


























SECTION 551 





Finally, Mr. Chairman, there is the request for a measure of 
temporary relief from the application of section 551 of the Mutual 
Security Act. We are confronted at this time with a situation which 
gives to this section a restrictive character which may well impede 
an effective response to the emerging and uncertain situations with 
which we are likely to be confronted during the present fiscal year. 
This provision is quite properly intended to prevent undue augmen- 
tation of various administrative expense accounts by the use of either 
the transfer authority of the President under section 501 of the act 
or by use of the contingency funds. While we do not quarrel with 
the basic purpose of the provision and believe that under normal 
circumstances it does not seriously interfere with efficient administra- 


tion, we do believe that in the particular situation we now face it 
will have this effect. 
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Authorization and appropriation requests for administrative, ex- 
penses under sections 441 (b) and (c) were formulated. many 
months ago, in advance of both the recent congressional action 
increasing pay scales for Government employees and the unforeseen 
acceleration of demands for assistance to meet the troublesome 
political and economic situations in Africa. The actions taken by 
the House Appropriations Committee has reduced the amounts 
originally requested rather substantially. This action was also taken 
in advance of the pay legislation and the African developments. 
The recent action by the Senate Appropriations Committee recom- 
mending the appropriation of the full amount authorized for ICA 
administrative expenses should somewhat alleviate the administrative 
fund situation. However, it is not possible within the existing au- 
thorization to obtain adequate funds to cover both the pay legislation 
and necessary administrative expenses for the institution and execu- 
tion of new programs in the African continent which the rapidly 
developing situation is likely to require. 

We suggest to you the desirability of enacting a modification of the 
authorizing legislation which would have the effect of suspending 
the application of the restrictive injunction in section 551 insofar as 
it applies to sections 411 (b) and (c) for the duration of this present 
fiscal year. We are not suggesting the deletion of this provision from 
the law, but rather a measure of temporary relief to take care of an 
unforeseen situation. 

Section 551 was originally enacted at the suggestion of the Senate 
Foreign Relations Committee. That committee recommended favor- 
able action on our request for relief and this relief was authorized by 
the Senate. I sincerely hope that similar action will be taken by you. 

Chairman Morean. Thank you, Mr. Secretary. 

Mr. Secretary, this request for additional authorization of $500 
million for Latin America apparently is based on the developments 
since the mutual security authorization was passed. 

Mr. Ditton. Yes. 

Chairman Moraan. The deterioration of our situation in Cuba has 
attracted everyone's attention. 

Is this the principal reason for this request or have there been other 
developments which are of equal er greater importance? 

Mr. Dituon. There have been a number of other developments. | 
think a short chronological history of this year would help the com- 
mittee in understanding the timing and the reason for this request. 

This feeling that there should be a greater effort toward social 
development has been with us for maybe a period of about 2 years. 
Its first manifestation probably was by President Kubitschek’s formu- 
lation of Operation Pan America in the spring of 1958. That was 
followed by a Foreign Ministers meeting accepting this idea and 
setting up a special committee of ministerial representatives called 
the Committee of Twenty-One in the fall of 1958. That committee 
met twice in the winter of 1958 and again in the spring of 1959 and 
adopted a series of recommendations which were helpful in the trade 
field and the commodity field and made progress in the financing field 
in that they provided for studies by the Inter-American Edonomit 
and Social Council of the development needs of individual countries 
in preparation of development programs. Numerous such studies, ! 
think about 11 or 12, are presently underway. 
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However, they did not take any further action in the field of 
financing except that parallel with this, the creation of the Inter- 
American Development Bank was moving forward. This has just 
been completed and the Bank will open its doors this fall. 

This past spring, President Kubitschek and the Brazilian Govern- 
ment felt strongly that some further effort was needed and they made 
a strong plea, both publicly and also to President Eisenhower when 
he was traveling in the early winter to South America, that there be 
a further meeting of the Committee of Twenty-One to study this 
matter. The same sort of feeling was indicated also by the Presidents 
of Chile, Uruguay, and Argentina. 

During the visit this spring of Prime Minister Beltran, of Peru, 
and President Lleras Camargo, of Colombia, the same thoughts were 
expressed. 

As a result, there was an agreement that the Committee of Twenty- 
one would meet in September. That agreement was reached, I’d say, 
sometime in April, early April, which is when the mutual security 
legislation was in the midst of consideration. 

It was also decided that before the full-committee met, there should 
be a meeting of its subcommittee, which is called the Committee of 
Nine, to plan what should be discussed. That Committee met in 
June for 2 weeks and during the course of that meeting it became 
very obvious that some further progress would have to be made this 
fall and that all the countries were very hopeful that the United States 
States would make some effort. 

They also indicated very clearly that many of them realized their 
responsibilities that this has to be a self-help and cooperative program 
and that they have to take measures of fiscal reform, land reform, and 
so forth; but to enable these to succeed they feel they need help from 
outside, particularly from the United States. So for some time, we 
have been thinking about this program and the concept of the pro- 
gram was completed about that time. We look forward to presenting 
it to the meeting of the Committee of Twenty-one in Bogota. 

The meeting in Bogota will take place on the 5th day of September 
and it seemed to us, and I think it is self-evident, that once the Congress 
made the decision early in July to come back here in August and to be 
here certainly up until the day of the Bogota meeting and possibly 
even be in session for a few days simultaneously with it, it was essential 
that the administration get the approval of the Congress, particularly 
in this election year, so that when we made a suggestion at the Bogota 
meeting that we were ready to work with these people they would know 
we were speaking for a united country. 

If the Congress had not been in session it probably would not have 
been necessary because the Latin Americans would have known it 
was not possible. But with the Congress here it became necessary 
to do this. 

We felt it was necessary also that we go there with more than words 
of general support that were just good words because there had been 
so much talk about the general problem. We therefore decided the 
best idea would be an authorization which would give us concrete 
support and would have a definite figure in it that the Latin Americans 
touid see and could talk about. 

It was also our idea that we did not wish to foreclose the.new ad- 
ministration, whatever it might be, from developing details of this 
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program further and from relying on the results of our further dis- 
cussions with the Latin American countries both at Bogota and after 
Bogota, as a result of the meeting. Agreement was reached in the 
Senate, and it was written into the bill and it was stated on the floor 
in the legislative history, that the administration—whatever executive 
there is next year—would come back again to the authorizing com- 
mittees, both with a full report of what has been done and what is 
proposed, to give the authorizing committees a chance to make further 
detailed suggestions and changes in authorizing legislation before 
such time as appropriations are sought next year. 

In the meantime, so that some action will be taken—we have ex- 
pressed the hope that the Development Loan Fund would be able to 
have appropriations of the full $700 million we have requested—the 
Development Loan Fund has already made, together with the Export- 
Import Bank, a loan of this nature for this type of program to Peru, 
and is considering now a program in Colombia. 

Chairman MoreGan. Then the authorizing committees will have a 
second look at this in January? 

Mr. Ditton. That is correct. 

Chairman Morean. Mr. Secretary, does the executive branch prefer 
the money to be appropriated to the Secretary of State or to the Presi- 
dent? Did you indicate in your statement that there was any objec- 
tion to that by the executive? 

Mr. Ditton. As far as the Department of State, the operating 
agency, is concerned, it really makes very little difference because if 
it is appropriated to the President, he will turn it over to the Depart- 
ment of State for our use. 

However, the fiscal authorities, particularly the Bureau of the 
Budget, feel that it would be preferable for budgetary and manage 
ment—fiscal management—reasons, not to differentiate this program 
from other aid programs and therefore it is the executive branch’s 
position that it would be better to have this appropriated to the 
President as is the case with all other aid programs. 

Chairman Morgan. Mr. Secretary, just one further question. 

Is all the $500 million of this money to Latin America going to be 
in loans or is any of the money going to be in grants? 

Mr. Dituon. Both. We have proposed a measure of flexibility there 
which we would like to retain. 

We think that the bulk of it will be, as I have said, in loans made 
through the Inter-American Development Bank and repayable in local 
currencies. By ‘bulk’? we mean maybe as much as 80 or 85 percent 
and maybe even more but it is hard to tell at this time. But we do 
feel that particularly in the technical field, we ought to have the ability 
to make some grants. 

For instance, the Inter-American Development Bank has in its 
charter the obligation to provide technical assistance in helping the 
development programs. And they have a limited amount of tunds 
which they were authorized to use for that purpose. 

It might well be with the development of this larger program and 
the assumption of this greater responsibility in Latin America, that 
we would feel it wise to enlarge the Bank’s capacity to provide tech- 

nical assistance by making a modest grant of funds to them for that 
purpose, 
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Otherwise, I think the only grants would be more or less in connec- 
tion with the development of technical assistance-type projects for 
training and things of that nature. 

Chairman Moran. Thank you, Mr. Secretary. 

Mrs. Bolton 

Mrs. Boiron. I am wondering about the Congo. 
have recognized the new Congo Government? 

Mr. Ditton. I think the new Congo government was generally 
recognized by all the free world countries and the majority of the 
bloc countries at the time of the independence ceremonies before this 
trouble started in the C ongo. At the same time, the Security Council 
recommended the Congo’s admission to the United Nations so that 
admission of the Congo will be up for approval before the General 
assembly when it meets in the fall. I think this government is 
generally recognized though I doubt that many of the countries have 
been able to effectuate the rec ognition by the exchange of diplomatic 
representatives. There are probably only a few w ho have done so. 

Mrs. Botton. Has the withdrawal of the Katanga Province been 
recognized by these same countries? 

Mr. Ditton. There has been no particular recognition of that. | 
don’t know that that is called for because as we understand it the 
local government of the Province of Katanga takes the position that 
they have not withdrawn in any way from the Republic of Congo. 
They do feel, though, that the constitution of the Republic of Congo 
should provide for a sort of a federated system with a large degree of 
local autonomy and that the present constitution of the Congo which 
was promulgated by Belgium and worked out at the time of inde- 
pendence for the Congo is not the proper type. But they have not 
said that they want to separate out totally from the Congo. So I 
don’t think that anyone has recognized them. We felt it was up to 
the people in the Congo, including the people in Katanga, to work 
out the form of their future federal government themselves. 

Mrs. Bouton. Have the other countries in the U.N., 
doing anything to help economically in the situation? 

Mr. Ditton. What has been done so far economically has been 
primarily in the furnishing of technicians, emergency technicians, 
and technical assistance to the United Nations. Almost all of the 
free world governments we have talked with have not only agreed 
to furnish technicians but already have furnished them through the 
United Nations and have them there. 

There is also'a question of the furnishing of troops. 
been some costs incurred on that account. 

As far as straight economic eee nye is concerned, I don’t think 
there has been any yet. The United Nations says ‘that they will 
need funds for this purpose and it is clear funds will be needed to help 
pay the cost of running services in the Congo but until the situation 
is further clarified, they are not making any requests for funds 
from—— 

Mrs. Botton. How many of them, if any, have sent food? 

Mr. Driton. I would have to submit that for the record. A 


number of them have but I don’t know exactly the names or which 
ones they are. 


What countries 


are they 


There have 
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(The information is as follows:) 

In addition to the United States, the following countries are known to have 
sent emergency food shipments to the Congo: Burma, Canada, Nationalist China, 
France, India, Japan, Switzerland, the United Kingdom and the U.S.S.R. Other 
countries may be in the process of making similar shipments of food for which we 
do not as yet have confirmation. 

Mr. Ditton. Food is not really a great requirement except tempo- 
rarily in a place like Léopoldville where communications broke down 
and they couldn’t get their own food in from the countryside; but once 
that gets settled, the Congo is pretty well self-sufficient in food. 

Mrs. Boiron. The last day or two seems to indicate the situation 
is calming down somewhat. 

Mr. Ditton. The situation seems to be better at least temporarily 
because in this last session of the United Nations it became clear that 
the great bulk of African and Asian countries, countries who furnished 
troops to the UN for the Congo, supported the position of Mr. Ham- 
marskjold. That sort of consensus of world opinion was so effective 
that the Soviet Union actually withdrew the resolution they had al- 
ready offered in the Security Couacil since they saw it would receive 
no more than their own votes. 

Mrs. Botton. Thank you very much, Mr. Secretary. I wanted to 
have these things in the record and I am grateful to you. 

Chairman Morean. Mr. Carnahan— 

Mr. CarNnanan. Mr. Secretary, has any of the contingency fund 
been earmarked for the Congo? 

Mr. Dutton. Not specifically. However, there is $5 million of the 
contingency fund that we have already told the United Nations they 
can count on at such time as they are ready to undertake negotiations 
with the Congolese Government. They feel this is very necessary. 

They asked us for this specific amount as a backlog in the beginning 
to put them in a position where they could negotiate with some funds 
behind them. We told them that we would make available this 
amount. They haven’t yet taken it up so it hasn’t been paid out. 

Mr. Carnanan. Is it expected that a considerable amount of the 
fund may be needed in the Congo? 

Mr. Ditton. Yes. If this present disturbance gets worked out and 
the U.N. is allowed to operate freely there, the U.N. authorities have 
figured that the costs of operating in the Congo for a year will prob- 
ably be upward of $200 million. Now, this includes the costs of 
military security—the costs of the U.N. military program in the 
Congo—as well as economic and technical assistance, That is their 
estimate. We have checked their figure and it seems a relatively 
reasonable estimate. 

It is an austere estimate. It does not provide for economic devel- 
opment projects. It is merely to keep the wheels turning and will 
not provide as good a situation as when the Belgians were there. 

We felt that a figure of about $100 million would represent half, or 
something less than half of that, and we thought that might be a 
reasonable amount to be asked for from the United States. That is 
why we are asking for this amount for this purpose. 

Mr. CarNnaHANn. What is the size of the U.N. force? 

Mr. Dition. There are about 15,000 troops. 

Mr. CarRNAHAN. Just one other question, Mr. Chairman. You 
state that during the present year, 16 additional African nations 
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gained their independence. Part of those nations have already 
become independent, is that right? 


Mr. Ditton. Practically. I think there are only two 
come this year. 

I would like to say one thing there, Mr. Carnahan. When we 
prepared our request for the mutual security bill last year, we knew 
there would be some new countries becoming independent, maybe 
two or three or four during this particular year. We had no idea of 
the number. This was a development that occurred last spring, par- 
ticularly in the French community, when the decision was taken to 
grant independence to all states in the French community. The 16 
represent primarily these French states. 

The big ones yet to come include Nigeria, which is the largest state 
in Africa, populationwise. It becomes independent the first of Oc- 
tober; Mauritania, which would be the last of the French communities, 
becomes independent in November. 

Mr. Carnanan. Is there likely to be another crop of new nations 
next year? 

Mr. Ditton. There will be a few more but not many, because 
independence is pretty well completed. Next year, Sierra Leone, a 
British colony on the West Coast of Africa, is scheduled. This will 
just about complete the movement for independence in west Africa. 
‘here are further developments expected in east Africa, but I think 
that is looking more toward 1962 when they expect Tanganyika to 
achieve independence. At some time there will be Uganda and some- 
thing will be decided on Kenya. 

Now, there is in addition the problem of the Portugese colonies. 
There have been no developments pointing toward independence there 
as yet. 

Mr. Carnauan. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary. 

Chairman Morean. Dr. Judd? 

Mr. Jupp. Thank you, Mr. Chairman. 


Mr. Secretary, on page 3, the third paragraph, the second main 
par agraph, you say— 


more to 


We would contribute capital resources and technical resources to support the 
efforts of those Latin American countries which are prepared to carry out effective 
institutional improvements and self-help measures in the field of social develop- 
ment. 

Do you have an estimate as to how many of the 21 Republics are 
prepared to meet that criterion? 

Mr. Ditton. | have never counted them but certainly the Argentine, 
Chile, Peru, Colombia, and Ecuador—we certainly would expect— 
would meet it. Bolivia is a place which needs considerable help and 
I think is trying; they have a good stabilization program there under 
the Monetary Fund. Panama. I think a good number of the 
countries, certainly the bulk of them, would try to meet this if they 
knew these funds were available. 

I didn’t answer the question of the connection of this program with 
the Cuban situation. I do think that the Cuban situation has been 
a very great influence throughout Latin America in driving home to 
the governments of Latin America the need to make progress in 
broadening the base of welfare among their people and increasing 
social development. 

59979—60-——3 
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I think because of this there has been a much greater awareness in 
Latin America than was there a year or two ago, which has made 
doing this sort of thing more possible. 

Mr. Jupp. That is what I was coming to. Apparently you antici- 
pate there will be a much greater willingness to move in this direction 
than some of the countries have exhibited in the past. 

Mr. Dition. Certainly the new feeling in Colombia and Peru—we 
happen to mention those frequently because we have had a visit from 
the Prime Minister of Peru and the President of Colombia recently— 
indicates that very clearly, they do have an even greater feeling of the 
need for this particular kind of progress than they ever had before 
and of the need to take action themselves. 

Mr. Jupp. You didn’t mention Brazil. 

Mr. Ditton. In Brazil they have a tremendous push toward 
economic and social progress. They have not yet been able to reach 
an agreement with the International Monetary Fund on fiscal steps 
that they should take themselves. I would hope that such agreement 
would be reached. 

Mr. Jupp. We are perhaps coming up to the same dilemma we 
have faced so often in the past when we gave aid to those countries 
in an area that were willing to do the things that would make possible 
effective use of the aid. Then other countries which weren’t yet 
ready to make the necessary reforms came along and said, ‘“‘Well, you 
are discriminating against us, you must also give us some money, or 
else we will invite the Soviet Union to help us.” We have been over 
that barrel in a half dozen places. Are we going to be in the same 
dilemma in Latin America? 

Mr. Ditton. I think what you mention is a real problem every- 
where. However, that is the basic reason why we feel that the proper 
way to handle this is largely through the Inter-American Development 
Bank which is a Latin American institution. It has competent officers 
and it does favor proper fiscal practices by the Latin American 
governments. We have discussed this with the management of the 
Bank and they are willing to take this on as an administrative respon- 
sibility. They didn’t want these funds as part of their own capital 
because it would overwhelm them on that basis, but they would be 
glad to administer the funds and we feel they can be very helpful in 
this regard. 

Mr. Jupp. Then your idea would be to let this international agency 
with many other countries in it besides our own, determine whether a 
country is eligible or not, whether by its own actions it is qualifying 
to receive aid, so it isn’t a question of Uncle Sam being the one to say 
yes or no, and perhaps getting blamed in some quarters. Do you 
anticipate that? 

Mr. Dition. That is correct. 

Mr. Jupp. I appreciate that. We don’t want to get into any more 
of the jams we have had in some other places in the past. 

I would like to ask one further question, Mr. Chairman. Who is 
paying for the U.N. troops going into the Congo? Is it from a special 
fund, set up for this operation? And is the money raised by contri- 
butions or by assessments? 

Mr. DittoN. Well, this happened so rapidly, Mr. Judd, that there 
hasn’t been any final decision as to how these troops will be paid. 

At the moment they are being paid by their own countries and food 
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15 
Prob- 


Some is being furnished by the 


is being furnished, I believe through United Nations facilities. 
ably we are furnishing some of it. 
countries themselves. 

We would hope that this could be put on a regular assessment basis 
to the largest extent possible, because that would draw from a larger 
number of people and would make our percentage only some 32 
percent. Otherwise, it might be larger. 

In the past, as you know, the UNEF has been supported partially 
through assessments and partially through contributions over and 
above assessments. This system may be what the final result will be. 

Of course, that will be something that will have to be decided by the 
General Assembly in the forthcoming session. 

Mr. Jupp. I hope it is by assessment because not only does that 
save us money, but it is a better operation if it has a broader base with 
all countries participating than if it is financed 50 percent or more by 
one country. 

Mr. Ditton. That is correct. 

Mr. CarNAHAN. While we were delegates there was a resolution 
passed which said that half of the cost of UNEF would be assessed on 
the use of scale assessment and the rest would be raised by contribu- 
tions and I think what you are driving at is continuing to follow 
that formula, with the force in the Congo. 

Mr. Jupp. The gentleman from Missouri played a very decisive 
role in developing that formula and I hope it won’t be scrapped or 
bypassed. 

Mr. Ditton. We thank you very much for it. 

Chairman Morean. Mr. Zablocki? 

Mr. Zasztockr. Thank you, Mr. Chairman. 

It is good to see you, Mr. Secretary. I want to pursue Dr. Judd’s 
question on page 3, the second full paragraph. In the fourth line the 
prepared text reads: 


to support the efforts of those Latin American countries which are prepared to 
‘initiate’ effective institutional improvements— 

and you stated “carry out’ effective institutional improvements. 
There is a different connotation. Do you mean, Mr. Secretary, that 
these programs are in being and that the aid provided herein will be 
used to carry them out, or will they be new programs? 

Mr. Ditton. I made that change last night myself because saying 
“initiate”? seemed to limit it to countries that initiated a new program 
and there are countries such as Argentina, Colombia, and Peru which 
already have programs underway. I didn’t want to leave any impli- 
cation that in cases where countries did have good programs under- 
way, they wouldn’t be eligible. If they are working hard to carry out 
a good program they should be eligible for help just as much as the 
latecomer who is just starting new programs. In some cases, they 
would be new. 

Mr. Zasiocki. Mr. Secretary, to what extent has our past policy 
and aid to Latin American countries resulted in the necessity of this 
apparent emergency authorization of new economic social develop- 
ment programing? 

Mr. Ditton. I would'think that this is a development which has 
been moving in parallel between the Latin American countries. and 
ourselves. One can certainly question whether we should have reached 
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this conclusion 6 months or a year ago, but much before that time I 
doubt if it would have been practic al because there was not the same 
realization in Latin America. At that time and prior to that time 
they were pressing very hard for rapid industrialization and industrial 
development. 

I don’t think they had the same realization of the need for land 
reform, home facilities, and that sort of thing. They believed build- 
ing new factories would be a panacea for everything. 

Now, through the Export-Import Bank, through private help, and 
through some ‘development loans from the Development Loan Fund, 
we had given them pretty substantial help in the field of industriali- 
zation, but we had not gone into this kind of a program which we now 
envision. I think it was a mutual development in arriving at the 
feeling that this has become very necessary generally throughout 
Latin America, a feeling arrived at over the last year or two, both here 
and in Latin America. 

Mr. Zasxiocki. To restate the question, our past military assistance 
to those countries has not brought about the present emergency. 

Mr. Ditton. | think the effect is rather small. 

Mr. ZaBLocki. On page 4 of vour statement, in the second para- 
graph, Mr. Secretary, you state, “In addition to assistance from other 
countries.’ 

What countries will be participating in the assistance to Chile and 
are these same countries going to assist in the other Latin American 
economic aid programs? 

Mr. Ditton. No, I don’t think they will help in the other program, 
but we have been informed unofficially by the Chileans that they have 
sought to obtain financing for reconstruction from a number of places 
and that they have had good offers from West Germany and from 
Japan, which they are now negotiating to accept particularly regard- 
ing rehabilitation of their railroads, which were substantially damaged. 
As I said, they also were conducting negotiations with French interests 
in this connection. 

Mr. Zasuocki. Mr. Secretary, am I then correct in assuming that 
the new Latin American aid program will be solely sponsored and 
financed by the United States? 

Mr. Ditton. This new Latin American program would be within 
the framework of the inter-American institutions, which means not 
merely the United States. 

Mr. ZaBuockr. On page 6, Mr. Secretary, in justifying the addi- 
tional amount for the contingency fund, in the second full “paragraph, 
the last sentence you state, “leaving little or nothing for the needs 
that experience has taught us will surely develop elsewhere.” 

How can you be so positive of other developments? Where and 
what are they? 

Mr. Ditton. Our experience has been that at least $100 to $150 
million of emergency needs have developed every year since I have 
been here at least in the last 4 or 5 years—requiring the use of the 
contingency fund. There are floods, disasters, and troubles in new 
countries that we didn’t foresee when we planned the program a year 
or 18 months before. It is impossible to put your finger on exactly 
what they are. I am merely talking about mass experience. 

Mr. Zastocki. Can you name a specific country where you 
anticipate problems? 
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Mr. Dituon. I have no countries specifically but I did point out 
there that we have 16 new independent African countries, whereas 
when we prepared this program we were thinking of 2 or 3. So 
possibly just the law of averages might bring us some greater demands 
from that direction than we had expected. 

Mr. Zasuocki. By expressing an expectation of trouble are we 
inviting or encouraging certain leaders to start trouble in order to get 
assistance? 

Mr. Ditton. No. Perhaps I didn’t express myself correctly. 

At this point in time we can see that the Congo and Chile could use 
up practically the entire contingency fund and we wouldn’t have any 
contingency fund for the future. We have always gone into the year 
with pretty full funds and it has only been used up gradually, usually 
in the second 6 months of the year. 

Mr. Zasuocki. For the record, Mr. Secretary, this authorization 
cannot wait until January? 

Mr. Ditton. No, this can’t because we do have to have the funds. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Chairman Moraan. Mr. Fulton? 

Mr. Futron. We are glad to have you here Mr. Secretary, and we 
are glad to see that the program is a broad program that will show 
good possibility of success. 

When you speak of a social development program, what do you 
include? 

Mr. Ditton. We are thinking particularly of land reform, opening 
up land resettlement, opening up new lands which would include road 
building, clearing of land, community facilities in new areas, helping 
establish better agricultural credit facilities and things of that nature. 
In the urban areas, we are thinking of water supply, sewage systems, 
things of that nature; helping these countries get started with build- 
ing and loan associations and things of that type. We obviously 
couldn’t put up all the funds ourselves for a housing program and we 
have no intention of that. In helping these countries get on the track 
of helping themselves, we have taken part to a minor extent in what 
we call self-help housing. It has been very successful in Chile, for 
instance, where the Government puts up the land and the fellow 
builds his own house using his own lebet and spare time and we have 
joined in providing technical assistance and financing part of the 
material on a loan Cele That sort of thing we do. 

Also in the educational field, the third major field, it particularly 
would help them increase technical and vocational types of education 
which are very inadequate throughout Latin America when compared 
with the tremendous needs which have developed recently. 

Mr. Fuuron. I am interested particularly in transportation because 
I feel that will open new areas and enable localities and their people 
to move from isolation and poverty to progress, and access to re- 
sources and markets. 

So this program then should include railroads, river transportation 
and roads, and would likewise include bridges and public works, 
would it not? 

Mr. Ditton. That is correct. Roads are one of the main needs. 
For instance, in the Peruvian program, there is a very good region on 
the estern slope of the Andes which had never been settled because it 
is hard to get across the Andes. You have to build roads through 
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there and as soon as they are built, people move in and begin to settle 
there. 

Mr. Fuuron. I am glad to see that you are proposing to extend 
the Public Law 480 program, the distribution of U.S. agricultural 
surpluses abroad, as you have mentioned in your statement chiefly 
to Chile, but also throughout Latin America. I feel that is a very 
good move, as we in the U.S. Government should move promptly 
to dispose of our U.S. agricultural surpluses for good purposes among 
our friends and neighbors i in Latin America who are among our best 
friends and customers. 

Secondly, is there any way under this program where you could 
finance the moving of secondhand railroad equipment, automobiles, 
trucks, motorcycles and bicycles, as well as used planes and aviation 
equipment out of the United States, and put the South American 
people on good roads and in modern equipment? They might do 
better for themselves and it certainly would create whole new indus- 
tries, create new employment, new uses of oil, steel, copper, electrical 
equipment and would certainly stimulate U.S. industry, increase 
employment and create millions of new customers for the basic indus- 
tries of the United States and Latin America. 

Mr. Ditton. That is something we will have to investigate. 

Chairman Morean. Mrs. Church? 

Mrs. Cuurcu. Mr. Secretary, is your statement purposely vague 
or is it necessarily so? 

Mr. Ditton. It is a little bit of both, 1 would say. We have two 
major considerations. One is that we would not be consonant with 
our inter-American traditions, and it would not give us the measure 
of good will and cooperation which we think we must have, if we went 
to Bogota and had a program with every “‘i’”’ dotted and ‘“‘t’”’ crossed 
and said, ‘“This is the way you people from Latin America must act 
if you are going to get assistance from us. We think it is much better 
to go down and work out with them the details of a program. In 
addition —— 

Mrs. Cuurcu. Pardon me. 

Do you have a listing in your own mind or a paper in the Depart- 
ment, some comprehensive plan, already made out, of allocations? 

Mr. Ditton. By countries? 

Mrs. Cuurcu. Yes. 

Mr. Ditton. No: because we feel this should be allocated, as I said, 
in relation to the effort of the other country. So it is very difficult to 
know exactly which country would do what, and we would hope that 
there wouldn’t be too much advance talk of that nature because then 
it would be a question of each country saying we hadn’t done right by 
them, the very thing that Mr. Judd was talking about earlier. We 
hope therefore to accomplish this on a basis of having these things 
worked out by the Inter-American Development Bank. 

Mrs. Cuurcn. I wondered how you reached the total of $600 
million if there has not been set some relative allocation, even hypo- 
thetically. 

Mr. Ditton. The hundred million dollars for Chile is very definite 
and that is well understood. 

The other amount was reached by taking into account the demands 
and ideas of some of the individual countries, which are very large, 

and which could become much bigger than this, and by expressing 
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the feeling that this would be a program that could have proper 
effect with Latin Americans and should be substantial. 

We do feel, and this legislation so provides that this authorization 
should be available until spent. We do not indicate or mean that it 
should all be spent in 1 year. 

Mrs. Cuurcn. Is the Inter-American Development Bank so con- 
stituted that it can handle funds that are not given to it as capi- 
talization? 

Mr. Ditton. Yes; it is. We have discussed this with officers and 
the executive staff, the President of the Inter-American Development 
Bank, and this is the way they would like to handle it. Specific 
provision was made when the Bank was set up to handle funds in 
this way. 

Mrs. Cuurcnu. Did you mean to give the impression when you were 
talking with the gentleman from Minnesota, that that bank would 
have the final word on what should be loaned or given? 

Mr. Ditton. That would be correct. 

As a matter of fact, however, the provisions of the special fund of 
that bank, which provide for loans of money against repayment in 
local currencies, also provide that decisions on this must be taken by a 
two-thirds vote and there is as you know weighted voting in the Bank, 
based on contributions; and it so happens that the vote of the United 
States is something like 40 percent. 

Mrs. Cuurcu. However, the addition of this amount in a separate 
fund would not increase our voting proportion; would it? 

Mr. Ditton. It would not increase our voting percentage, but it is 
our idea that this would be administered under the same provisions 
as applied to the special fund so that this sort of voting provision 
would apply there. 

Mrs. Cuurcn. Mr. Chairman, one final brief question: Did you 
consider taking this up under the Organization of American States, 
so that the aid might be planned and granted through a regional 
grouping rather than bilaterally? 

Mr. Druton. Of course, if we do it through the Inter-American 
Bank it will be done regionally in that sense. We thought this was 
better than the alternative of giving it to the Inter-American Eco- 
nomic and Social Council. They will certainly have a general hand 
in it but if they were handling it completely it would probably have 
to be divided on a country basis without much regard for efforts of the 
individual countries to advance themselves and do the things which 
they need. There are much better fiscal authorities in the Inter- 
American Bank and therefore we favor that process, but the exact 
position of the Inter-American Economic and Social Council is some- 
thing we will have to discuss with other American countries at BogotA. 
This thing is not yet clear, but it will certainly require a clear decision. 

Chairman Moraan. Mr. Hays? 

Mr. Hays. Mr. Secretary, if Congress is stupid enough to pass this 
legislation, can you tell me whether it will be labeled a Democratic 
spending program or a Republican economy program? 

Mr. Diiton. I didn’t think it would be either. 

Mr. Hays. I feel it will be when Ike gets out on the stump. He 
won’t know much about it but some speechwriter will label it for him. 

I am not so much opposed to this but I am somewhat perturbed 
about your people’s attempt to spend American dollars for this— 
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well, I think it would be fair to say—convicted thief in the Congo. 
He was convicted of embezzlement. He admits that he did it. He 
traveled over here I presume at our expense, or at least with some 
of this money. He brought his redheaded Belgian mistress with him. 
I don’t know if he had her down at Blair House or not. I would be 
interested to know about that. I am talking about Lumumba, if 
anybody has any doubt about it. 

You say you didn’t foresee the transition to this independent state 
would be accompanied by the violent disruption in relationships. 

Didn’t any of your experts foresee this? 

Mr. Ditton. I think a lot of people foresaw there might be such a 
possibility, but neither we nor the Belgians nor anybody else thought 
this would actually occur. 

Mr. Hays. Well, are you going to give this hundred million dollars 
out to this bird and let him continue his disruptive tactics until he 
destroys the whole thing? In the United Nations we have—ap- 
parently as near as I can figure it out. 

You said in answer to Mrs. Bolton’s question that Katanga hadn’t 
asked to be recognized. Well, I read in Time magazine and other 
newspapers and magazines, that Tshombe had sent a letter to every 
government in the world asking for recognition. We forced the 
Belgians out of there. We are playing into Lumumba’s hands; $100 
million won’t be a drop in the bucket to what it is going to take to 
support him in the styl to which he is rapidly becoming accustomed 


and the Congolese people will not get any of it. 

Mr. Ditton. That is the reason we feel strongly that these funds 
should be administered through the United Nations. In that way 
nothing will go to the Government of the Congo to spend as they 


want; it will only go as has been agreed through Mr. Hammarskjold’s 
representatives 

Mr. Hays. That is a little stupid, isn’t it, for us to put up the 
money and let Russia help say how it is going to be spent? Have we 
the moral intestinal fortitude to say, “If you do right, you will get 
the money and if you do wrong you won’t’’? 

Haven’t we learned anything from Cuba? Congress would back 
you boys up if you take a firm position. 

Mr. Dituon. I think we have taken a firm position. At the United 
Nations in a meeting of the Security Council, Mr, Hammarskjold 
took a very firm position the other day and was upheld, as you know 
in this matter. We are certain that through the United Nations we 
can get better technicians. We think that basically the best thing 
that could happen is to have conditions of stability so that a large 
number of Belgian technicians can come back. Without them this 
situation is going to be very, very difficult and cannot be really well 
handled because they know the language and have the people available. 

Mr. Hays. I don’t mind telling you I am going to oppose every 
dime of this money for the Congo until such time as I have some 
assurance that you people are going to take a firm stand and that 
you are not going to let this—why, he acts like another Castro. He 
acts a little bit crazy to me. Of course, I am not a psychiatrist, but 
I would suggest he see one. This guy Lumumba—you know I don’t 
want to brag about being a prophet but when Castro was accusing 
us of dropping leaflets here in Cuba, I suggested you drop a couple 
psychiatrists instead of leaflets and I think you would hive been 
better off. 
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Mr. Ditton. I do have a comment which was in my statement. 
I did say, and I would like to repeat it, that we are not asking for a 
decision at this time to provide these funds for the Congo. All we 
are asking for is the ability to carry out this program if things turn out 
right. If they don’t turn out right, it is perfectly possible that very 
much less will be spent there and that we will not need it. 

Mr. Hays. I wouldn’t mind going along with giving you the funds, 
so you have the ability if I had any assurance that the same people 
who have been making the decisions about Cuba weren’t going to make 
the decisions about this. 

When I heard the nonpolitical keynote speech the other night about 
all the achievements of this administration in the line of foreign policy, 
I noticed that Cuba wasn’t mentioned nor was Hungary, nor was the 
Congo, nor was Iraq, and I could go on—I don’t want to because I am 
nonpolitical, too. I just hope you will excuse me. 

Mr. Fuuron. Did you listen to the other keynote speech or did 
you turn it off, too? 

Mr. Hays. Well, I will tell you frankly, I was a little bit dis- 
appointed. But I didn’t think he was able, to use Mr. O’Hara’s 
quote, to veil the truth so beautifully, as our good colleague Dr. 
Judd did. 

Mr. Futron. I think our good colleague, Congressman Judd, did a 
beautiful job. His keynote address at the recent Republican National 
Convention in Chicago, was one of the best speeches I ever heard. 

Mr. Jupp. Did you find anything in it that was inaccurate? 

Mr. Hays. I thought it was a little bit prejudiced. 

Mr. Jupp. I used the word “inaccurate.” 

Mr. Fuutron. As Mr. Fascell said, it made so many Democrats mad, 
it must have been good. 

Mr. Pitcuer. The only thing I couldn’t understand about it was 
the conservatism business by Walter over there. I didn’t know he was 
a conservatist before. I thought he was an ultraliberal. 

Mr. Jupp. I always told you I was a Jeffersonian 

Mr. Pitcuer. That was all that bothered me, that conservatism. 

Mr. Jupp. I have always told you that if I had lived in Jefferson’s 
day, I would have been a Jeffersonian Democrat, but the only way 
I can work for the principles of Jefferson today is to be a Republican. 

Mr. Hays. If you need any further indication of what the national 
television circuit will do to a nonpartisan fellow on the Foreign Affairs 
Committee, you just take a look at a rerun of that. 

Chairman Morgan. Mr. Curtis? 

Mr. Curtis. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. Selden? 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, you said that this $500 million figure would be for 
the first year—do you anticipate this is just the beginning of a long- 
range program that may run into quite a large figure in the years to 
come? 

Mr. Ditton. We anticipate this program, if successful, will stretch 
over a period of years. Certainly living conditions in Latin America 
can’t be improved without an effort over many years and it will 
require funds over that time that could be considerably in excess of 
this. But I do also want to emphasize that this is quite definitely an 
initial step in a new program. We do not call this a 1-year program, 
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for the first year. It may well be, and we would really expect, that 
this probably would last for a couple of years at least. Maybe some- 
what more. But we would not think that next year, unless some new 
administration wishes to enlarge it greatly, that there would be need 
for a further request next year. 

Mr. SeLpEeNn. Do you anticipate any ceiling on the amount that 
will be spent? 

Mr. Ditton. Over a long term? 

Mr. SELDEN. Yes. 

Mr. Ditton. We have not felt so because we have felt it was not 
practicable to put a ceiling on development purposes. ‘There are so 
many unknowns. It is not quite like the Marshall plan where we were 
just trying to restore the situation to what it had been before, where 
you could have a definite benchmark to proceed by, and where you 
could establish a ceiling. If we tried to establish a ceiling here, I think 
we would run the risk of being either pushed up, or having a ceiling 
that would be very high and there would be no real reason to justify it, 
or having it subjected by the Latin Americans to the criticism that 
we weren't being realistic about their longrun problems. So we felt 
it was better to avoid arguing about the long-term total expense. 

Mr. Setpen. Do you think the $500 million ceiling that is in this 
bill will be misinterpreted as a ceiling by the Latin Americans? 

Mr. Ditton. What we would say is that this is an initial move in 
helping them toward the social development program and that if this 
program works as well as we hope it will, and if they join in it in 
cooperation, we will be prepared to look at further assistance at some- 
time in the future, based on the results of this. 

Mr. SeLpen. I gather from your testimony then that this $500 
million sum is to supplement the programs that we presently have. 
It is my understanding that you are going to administer these funds 
through the agencies that we already have set up to make development 
loans in Latin America. 

Mr. Ditton. As far as administration is concerned, that is correct. 
We don’t see the need for any new institutions, although the Inter- 
Américan Bank, which we are talking about, is really quite new and 
hasn’t started operating yet, but as far as the purpose of this goes, it is 
really new because we haven’t in the past made funds available for 
this sort of program, the land reform, the community welfare projects, 
and so forth, that we are talking about here. Social progress. 

Mr. SELDEN. We all know that in the past 2 years, the situation in 
Latin America has been deteriorating. Is there anything that has 
changed in the past few months that makes this emergency fund 
necessary? Also, is there any reason this program could not have 
been brought up earlier in the session rather than in this emergency 2- 
week session that is presently underway? 

Mr. Ditton. Well, we could not really determine the needs until we 
got through with the Committee of Nine, which is the suborganization 
of the Committee of Twenty-one, which met at Bogota, in June. In 
May and June when we were thinking about this, it was everyone’s 
understanding that the Congress would adjourn at the end of June. 
If that had happened we would not have been coming back at you at 
this time. The only reason that we decided to present it here now is 
that Congress will be in session at the time we are down at Bogotéa— 
or you will have left the day we get there—and it would be a natural 
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question for the Latin Americans to ask, “Do you have the support 
of the Congress, particularly in view of the fact that this is an election 
year, with possible changes coming ahead?” 

We would want it known that there is a national indication of willing- 
ness to act. Therefore, we felt we had to bring it to the Congress at 
this time and we could not have brought it to the Congress earlier 
because, to be effective, that would have had to have been no later than 
March; and, of course, the proposal wasn’t developed by that time. 


Mr. SELDEN. Will the Latin Americans understand that this is not 
a definite commitment? 


Mr. Ditton. That is right. 

Mr. Setpen. And that the next Congress will not be bound by 
what this Congress does? 

Mr. Ditton. That is correct, but I think they will take it as an 
expression of American opinion and willingness to work with them if 
they are ready to work themselves, particularly if, as I hlpe, it could 
be approved by a substantial majority, as it was in the Senate, where 
it was approved, I believe, 54 to 19. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Pilcher? 

Mr. Pitcner. Thank you, Mr. Chairman. 

Mr. Secretary, since this program started in 1946, through 1959, not 
including 1960, we have helped the Latin American countries with 
$3,840 million in military and economic aid, $2,339 million from the 
Export-Import Bank, $1 billion in the World Bank, and $723 million 
in the International Monetary Fund. Including 1960, it is well over 
$8 billion. 

Do you feel that we have more genuine friends in Latin America 
today than we had 12 or 13 years ago? 

Mr. Ditton. | can’t say that we have more friends than we had 
that many years ago but I can certainly say that we have more friends 
than we would have if we had totally turned our backs on the Latin 
Americans and had not helped them at all and had not provided 
help under Public Law 480, and other types of funds in Latin America. 

Mr. Pricuer. I might agree with you. We are spending now at 
the rate of about $700 million a year in Latin America. We wonder 
whether all of it is wisely spent. It seems to me that communism 
has increased in Latin America in the last 2 or 3 or 4 years even. 

Mr. Ditton. Well, certainly our mutual security funds in Latin 
America are nothing like that. I don’t know what those figures are. 

Mr. Pitcuer. They are $3,800 million not including 1960. 

Mr. Ditton. I haven’t the figures before me but certainly in 
recent years we have had a technical assistance program of about 
$30 million a year for all of Latin America, a little more maybe but 
not much. We have had special assistance to Bolivia running be- 
tween $15 and $20 million and we have had some $5 million to Haiti, 
making a total of about $25 million there, a total of $55 million. in 
grant economic and technical assistance and we have had about 
that much more military assistance, so it has been a total of just over 
a hundred million dollars in mutual security aid to Latin America. 

In addition we have had some Development Loan Fund loans, 
maybe $50 million there. 

Mr. Pitcuer. This sheet was prepared by the staff of this office 
here and it shows from 1946 through 1959, the military assistance and 
economic aid is $3,840,600,000. 
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Mr. Ditton. What I am saying is in recent years we have had very, 
very much less than that under the mutual security program. [| 
don’t know the breakdown of those figures. We would be glad to 
look at them. 

(The following information has been supplied for the record.) 

(The Department of State subsequently provided the following figures on U.S. 
assistance to Latin America provided through the mutual security program during 
the period fiscal year 1946—59:) 

Million 
Military assistance expenditures ee te. $308. 4 
Economic assistance obligations or commitments ! Se Wants sae aie = ea 464. 2 


Total mutual security program assistance to Latin America_... 772. 6 


1 Includes $203.7 million in technical cooperation obligations, $65.8 million in Development Loan Fund 
loan commitments, and $194.8 million in other mutual security program obligations. 


In addition, substantial transfers of U.S. resources to Latin America tock place 
during the same years through bilateral programs other than the mutual security 
program, notably through Public Law 480 transactions and loans by the Export- 
Import Bank. The total provided under Public Law 480 was $417 million (de- 
fined as local currency proceeds of title I sales which are reserved for host country 
use, title II surplus agricultural commodities for famine relief and other emer- 
gencies, and title II] donations administered through U.S. private voluntary 
agencies). Export-Import Bank long-term loans to Latin America for the same 
period totaled $2,339 million. These and other programs of bilateral U.S. 
assistance, also separate from the mutual security program, accounted for a total 
of $3,068 million for the period fiscal year 1946-59. 

Adding together mutual security program assistance of $772.6 million and 
non-MSP assistance of $3,068 million, total U.S. bilateral assistance to Latin 
America for the period fiscal year 1946-59 was $3,840.6 million. 

Mr. Pitcuer. That is all, Mr. Chairman. 

Chairman Morean. Mr. O’Hara? 

Mr. O’Hara. Mr. Secretary, I have been troubled on one phase. I 
have great regard for you as you know, Mr. Secretary, and I feel that 
we have been tardy in doing all we should have done for Latin America. 

Now, we are in the dying days of this Congress. A presidential 
election is coming on. You may not be here next January. I may 
not be here. Our chairman may not be. We don’t know what is 
going to happen. And, of course, this Congress cannot bind the next 
Congress. 

Now, I am wondering if it is quite honest to go to Bogoté and say, 
‘Here we have an authorization’ which means nothing. It isn’t 
committing the next Congress. And when I think of authorization, 
I think of Cal-Sag in Illinois. We got the authorization 20 years 
before we got a nickel for the project. Our Latin American friends 
know that. 

Now, to go down there and say we have an authorization for a 
program of $500 million, it isn’t spelled out. You don’t know what 
we are going to do with the $500 million or what the program is going 
to be. And very properly so because we are expecting suggestions 
from them. 

Isn’t it going to weaken our position rather than strengthen it? 

Mr. Ditton. I don’t think so, Mr. O’Hara. I see your problem 
but if there is, as we hope, substantial support for this program in the 
Congress, I think they will take that as an indication of what may 
come in the future. Certainly I think they will look at the fact that 
when this program was approved by the Senate, both of the nominees 
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for executive office, for President and Vice President, of the Demo- 
cratic Party voted in favor of this, and do favor this program, and 
they know that this program is also favored by the present adminis- 
tration, including the Republican candidate on the other side. 

I think they can be assured of support by the Executive, maybe 
modified in accordance with the way the new Executive will look at 
this matter next year. 

Certainly I have talked with Senator Kennedy in his capacity as a 
member of the Foreign Relations Committee, and he favors this pro- 
gram and was very pleased that it was not spelled out in greater de- 
tail, because while he thought that this was a good idea and that it 
was necessary to give the Latin Americans an idea of our support he 
felt the new administration, whichever it might be, should have an 
opportunity to take another look at and spell out the details of how 
this would be handled. 

If the Congress, on top of this support by both candidates should 
approve this ‘proposal by a reasonable vote, the Senate has already 
done that—I would think the Latin Americans would have fairly 
good reason to believe that some program would be forthcoming next 
year. 

Mr. O’Hara. Mr. Secretary, | was sure that you had reasons for 
believing that the authorization would be effective and its passage 
would have favorable repercussions in Latin America and | asked 
you the question in order that you might place in the record your 
reasons. | know neither you nor anyone in the administration or in 
the Congress would wish to do anything that would appear insincere. 
I thank you for your explanation. 

That is all, thank you. 

Chairman Morean. Mr. Fountain? 

Mr. Fountarn. You say in your statement, ‘We believe that the 
governments of Latin America recognize this need and that they have 
the will and determination to take the necessary action.” 

I wonder if you would tell this committee upon what you base that 
conclusion. 

Mr. Ditton. We base that conclusion in large part on conversations 
we have had with many of the governmental leaders in Latin America. 
Certainly we have had very concrete discussions on this subject of 
need, and their being willing to take action, with the Prime Minister 
of Peru, with the President of Colombia, with the President of Chile, 
with the President of the Argentine, and with a number of the heads 
of Central American governments. So we have very real reason to 
feel that this is the fact. 

Mr. Founrarn. Naturally, it is their primary responsibility, but 
other than talking, are you seeing any evidence of plans on their 
part? Just what are they doing at the present time to help them- 
selves? 

Mr. Ditton. Well, the Government of Chile has put into effect a 
very strong program of fiscal stabilization and has stabilized what 
was one of the worst inflations in Latin America. 

The same thing has been done by the Government of the Argentine, 
which has also opened up its country to private investment in various 
industries and natural resources such as oil, which has made conditions 
much more hopeful in the Argentine. 
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In Peru, the Peruvian Government has started their program of 
settling the lands on the other side of the Andes. They are using 
national territory for that purpose and are working hard at it. 

The Colombians are doing similar things. I could furnish you 
information on some of the Central American countries, too, but 
there are real signs of action in various parts of the hemisphere. 

Mr. Fountain. Have you any figures indicating approximately the 
extent of American private capital invested in Latin American 
countries? 

Mr. Ditton. Private U.S. investment? 

Mr. Fountain. Yes. 

Mr. Ditton. We could make those detailed figures available. I 
think it is very large. Our largest investment overseas is in Latin 
America. We have been putting new investment into Latin America 
at the rate of between $500 and $700 million a year, but a large part 
of that goes into Venezuela for oil concessions. But outside of that J 
would say it is running about $350 to $500 million a year. 

Mr. Fountain. Was the Cuban situation the basic problem which 
triggered the request for this aid at this time? 

Mr. Ditton. Not from our point of view but, as I believe I said 
earlier, I think the Cuban situation was very influential in alerting 
many of the governments in Latin America to the need of taking action 
in this way. It is this new realization in Latin America that really 
made us feel that the time was right and that we should join in this to 
help them. To that extent the Cuban situation may be said to have 
influenced our action but it was primarily what happened on both 
sides of the Americas. 

I have some figures here if you like, on private investment. 

Our book value of private investment in Latin America at the end 
of 1958, which is apparently the last year we have available, was $8.7 
billion; that is one-third of all our direct private investment overseas 
and approximately equal to our investment in Canada, which is the 
largest that we have. 

Mr. Fountain. What is the population of Chile? 

Mr. Dutton. | think it is in the neighborhood of 10 million. About 
half of the population of Chile or a little more lived in the area affected 
by the earthquakes. 

Chairman Morean. Mr. Fascell? ° 

Mr. Fascett. Thank you, Mr. Chairman. 

Mr. Secretary, you refer to this as a new social development program 
and I believe that presupposes the fact that we do not now have such 
a program. 

Mr. Ditton. That is correct. We have not as a matter of policy 
made loans in any large amount for the type of program we are talking 
about here. We did recently make a loan to Peru in accordance with 
this new policy. That was announced about a month ago I would say. 

Mr. Fasceti. That was for housing, wasn’t it? 

Mr. Ditton. Well, there were coon teal 


Mr. Fasceuy. That is all right. I didn’t want to get into that, 
Mr. Secretary. 

You say the Senate wrote this as separate legislation but as far as 
the Department is concerned you would rather it be included as part 
of the mutual security program. And therefore I assume from this, 
that actually no authorization is required, except for an expression of 
congressional intent. Is that correct? 
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Mr. Dutton. No. 

Mr. Fascetv. I am talking about only the Latin American program 
now. 

Mr. Ditton. No. We requested an authorization within the 
framework of the mutual security program and the Senate approved 
the authorization in the framework of a separate bill. But we do 
feel that Latin Americans have listened for so long to kind words 
about funds being available to help them in their general development 
directly from the United States that at this time it would be very 
damaging if all we were able to do is go down and say, “We are 
interested in helping you and there will be some sort of help forth- 
coming.” 

We feel we do need a figure and that is the reason for requesting an 
authorization. 

Mr. Fasceuu. In other words, you felt it wouldn’t be sufficient to 
come out with a new policy declaration? 

Mr. Ditton. That is correct. 

Mr. Fascety. But technically and legally an authorization would 
not be required for the Latin American program. You could do 
everything you seek to do in the Latin American area of this request, 
under the mutual security program, could you not? 

Mr. Ditton. I[ think that is correct; that if we had funds we could 
do everything that we are seeking to do. The only problem is we 
don’t have any funds, or any substantial funds that would be available 
for this sort of program. 


Mr. Fasce.y. Therefore, is that the reason for your statement 
which reads: 


Except for the desire for clear and unmistakable expression of congressional 
readiness to provide appropriations. 

Mr. Ditton. That is correct. 

Mr. Fasceti. To whom would the local currencies be repayable? 

Mr. Ditton. They would be repayable in the first instance to the 

Inter-American Development Bank and if we made this on the basis 
of a loan to the Inter-American Development Bank, they would then 
be repayable by the Bank to us. 

However, I can very well conceive we might tell the Inter-American 
Bank to reloan those currencies when they were repaid. 

Mr. Fascety. Actually, under the language of the authorization, 
there could be a revolving fund if the Department decides to make 
it one. 

Mr. Ditton. That is correct, and I would think it would be. 

Mr. Fasce.y. The extent of the administration by the Bank, do I 
understand it would have the determination of whether or not any 
particular country was granted a loan? 

Mr. Drtxon. | think if we worked through the Bank that is what 
they would feel they should have. Otherwise they wouldn’t want to 
undertake responsibility for administering the funds. That is what 
we would like, too, because the decision then as to what terms to 
require, what action to require by a country to make it eligible to see 
that they were doing the right things themselves, would be a decision 
taken by a multilateral international agency and not by us alone. 

Mr. Fascetu. Except that the criteria would be developed between 
us and the other country in a bilateral, is that correct? 
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Mr. Ditton. Or between the Inter-American Bank and the other 
country. 

Mr. Fascetui. The Bank couldn’t negotiate, could it with respect 
to an agreement between the countries? They could only negotiate 
as to the loan. The Bank could not establish criteria by agreement? 

Mr. Ditton. I see what you mean, but they could very well do 
what has often been done by the International Monetary Fund, for 
instance, where the latter goes to a country and provides them with 
substantial technical assistance in monetary policy and then tells the 
country in effect, “If you propose a program along these lines, we will 
be glad to make you a loan,” and this probably would be the manner 
in which the matter would be handled. 

Mr. Fascetu. Mr. Secretary, I am just thinking aloud here for a 
moment. The time might come under this program where we sit 
down and negotiate the criteria on land reform. The decision comes 
up whether a Latin American country would take 100 million acres 
of one of their own citizens or 100 million acres of a U.S. citizen and 
whether the United States is going to finance this with American 
money. This would be a determination which would have to be 
made by the State Department and not by the Bank. Is that correct? 

Mr. Ditton. Certainly, if they were going to get into that sort of 
thing, most of this——— 

Mr. Fascetu. Isn’t that the primary question in a land reform 
program? The conflict between bap interests and American business 
interests? 

Mr. Ditton. I think the only place where we have very large-scale 
landholdings by Americans in Latin America was first in Cuba, and 


second the Central American holdings of the fruit companies in various 
places. Aside from that, American holdings don’t really enter into 
the picture in most of these countries such as Peru, Colombia, or 
Bolivia where they are talking about land reform. 

In many of these countries they have substantial empty land which 
is owned by the nation and has never been Earate property. That 


is the case in Peru. They have considerable land across the Andes. 

Mr. Fascetu. One final question, Mr. Chairman. 

Was it for this reason—was it after the expropriation of all prop- 
erties of America in Cuba that the United States finally announced 
this program? 

Mr. Ditton. I think that was just an unfortunate coincidence. 
We were working on this timetable that led up to the Bogoté meeting, 
and the meeting of the Committee of Nine in June was the final step 
on the way. Probably, if Congress had not been coming back, we 
might not have announced this program until we got to Bogota, but 
since it was meeting we felt we had to announce it. 

Mr. Fascety. You anticipated my next question, which I didn’t 
have time to ask, Mr. Secretary. 

Thank you. 

Chairman Morean. Mr. Farbstein, will you yield to Mrs. Bolton 
just for a moment? 

Mr. Farsstrern. Surely. 

Mrs. Botron. Thank you very much, Mr. Chairman. I have 
great pleasure in having a visitor here whom I met at the Republican 
Convention in Chicago, who is a member of the Legislature of Hawaii. 
May I present Mrs. Forbes to the committee? 
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(The committee arose and applauded.) 

Mr. Farestein. May I understand the distinction between the 
Inter-American Development Bank and the Development Loan Fund 
is really infinitesimal, is that correct? 

Mr. Ditton. No; there is a very substantial difference— 

Mr. Farssrein. Excuse me, if I interrupt, because you have given 
meananswer. We can go into the explanation after the next question. 
The Development Loan Fund, I understood, could pretty well make 
all these loans if they had enough money. Isn’t that what you said 
earlier? 

Mr. Dition. That is correct. 

Mr. Farsstetn. Now, I will listen to your explanation. 

Mr. Ditton. The major difference is that the Inter-American Bank 
is an organization that is participated in by all of the American 
countries except Cuba, which has not joined it. All the other coun- 
trieshave. They are all putting up substantial funds for this purpose, 
and it is a cooperative venture. That is what makes it quite different 
from the Development Loan Fund which is only a U.S. venture. 
Also, the Inter-American Bank has three different capacities. One 
of them is to make hard loans of more or less the type made by the 
World Bank; then they have some funds they can use which are 
rather limited—about $150 million all told, which is not all available 
now—which they can use for purposes similar to the Development 
Loan Fund—loans repayable in local currencies—and third, they have 
a function which the Development Loan Fund does not have of being 
a technical assistance agency to help the Latin Americans work out 
proper projects and proper development programs. They are to 
make substantial technical assistance available to Latin American 
countries who ask for it in this way. 

That is the real difference. It is multilateral. 

Mr. Farsstern. Isn’t it a fact there are other countries of the 
world who do business with some of these South American countries, 
and wouldn’t vou say they are very much interested in sustaining the 
position of these South American countries that we would like to 
sustain? 

Mr. Ditton. No. I would certainly say there are plenty of others 
who do business there, but I wouldn’t say they are as interested as 
we are because we have a very special interest through our long history 
and association with the American States and through the fact that 
we are a Western Hemisphere country. 

These other countries, many of them in Europe, have primar 
responsibilities elsewhere, such as the French in Africa, and the Britis 
toward their Commonwealth. But that does not mean there should 
not be assistance where possible and help where possible from other 
advanced countries, I think particularly of Germany which has no 
particular area in which they are interested. 

Mr. Farsstrern. Canada and perhaps England. 

Mr. Ditton. Canada rather interestingly, in a new trend in the 
last year, has shown a marked interest in the Organization of American 
States. For the first time a Canadian Foreign Minister has traveled 
to South America, and they are discussing openly the possibility of 
someday—possibly someday soon—making some connection with 
OAS. Possibly even to the extent of full membership. 
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Mr. Farsstein. You no doubt understand the point I am driving 
at here. Why can’t this be extended so it is not alone the United 
States putting up money with perhaps some contribution from the 
South American States, but to get in some of the other countries of 
the world as are interested in sustaining the present position, par- 
ticularly those who are earning money in this area? 

Now, with reference to land reforms, social progress, and community 
reform ideas, I take it you have in mind to present visual items of 
benefits to the various countries; is that correct? 

Mr. Druton. Yes; to enable progress to be made which the average 
person can feel directly affects him—the average worker, the farmer, 
who can feel that it affects him directly rather than just seeing a new 
steel plant that may be of general benefit to the economy but the 
profits from which go to a relatively restricted group of people. 

Mr. Farpsrern. Well, is there anything written into the constitu- 
tion or rules by which this Bank is being formed to restrict loans to 
visual benefits? 

In other words, rather than hydroelectric, or sewage—which are 
beneficial, unquestionably—it would appear to me that visual projects 
would be so much more in the interests of this country. People 
should realize that they are benefiting as a result of our aid rather 
than something that they know is there, but really has no visual 
significance. 

Mr. Ditton. I would agree with you; there is nothing in the 
charter of this Bank which restricts it. It can operate broadly. I 
think the governing factor here is that in making funds available to 
the Bank for this purpose, we would work out in some detail with 
them the types of projects we particularly favored and there would 
be agreement on that. 

Mr. Farrstern. I have only one other question. You say “alloca- 
tion shall be made on the basis of the efforts of other countries.” 
Just what do you mean by that? 

Mr. Ditton. Well, we mean by that if a country is willing to put 
up funds for new land resettlement programs, is willing to make an 
effort to broaden their tax base, for instance, so that there will be a 
progressive income tax, and less tax on individual farmers—make 
reforms of that nature—if they are ready to set up agricultural credit 
institutions and make their own government funds ayailable for them, 
well then we think there is a chance for success in the program, and 
we would pitch in and help. Otherwise, we would be reluctant to do 
so because there can’t be any success in Latin America unless there 
is substantial reform in many places. 

Mr. Farsstrern. When you talk of ‘‘we,”’ whom do you mean? 

Mr. Ditton. The United States. 

Mr. Farsstern. How about these other countries? This is an 
Inter-American Development Bank. Won’t they have partial deter- 
mination as to how this money is to be loaned? 

Mr. Ditton. They would have. That is the idea, but the criteria 
would be for countries who are making an effort in this direction. 
We have discussed this with the officers of the Bank and they fully 
agree on this point because they don’t think development is practical 
without considerable measures of administrative reform in many of 
these countries. 
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Mr. FarpsteE1n. Is there a majority? How are the votes going to 
be divided? Will the United States have a majority or will all the 
countries of South America have a majority, and the idea there, of 
course, is who is to have a voice in determining whether a loan is to 
be made following up the ar previously asked, whether 
Texaco’s hundred acres is going to be used or whether somebody 
else’s hundred acres in South America are going to be purchased. 

Mr. Ditton. I would think the decision would be made by the 
executive directors, the Board of Governors of the Bank. They 
operate under the charter of the Bank. In that, we have 40 percent 
of the vote. Roughly 40. Sixty percent goes to Latin American 
countries. 

However, under the special fund which applies to loans made repay- 
able in local currencies, which I think would apply to these loans since 
they are also made repayable in local currencies, there is a requirement 
that there be agreement by a two-thirds vote; so the United States 
would have considerable influence in that event. 

Mr. Farsstern. Thank you very much. 

Chairman Morean. Mr. Diggs? 

Mr. Diaes. Mr. Secretary, it is still not clear to me what the 
administration would have done to resolve this problem had we not 
had this special session. 

Mr. Ditton. I think we would have done just the same thing. It 
wouldn’t have been quite as effective, but it would have been the best 
that the Latin American countries would have hoped for. We would 
have gone down and said, “‘ We think this is necessary. We are repre- 
sentatives of an outgoing 4-year administration. A new team will 
come in next year. We will recommend to them this sort of a program 
and we will recommend it to the Congress in a final message to be sent 
by this administration.” 

That is all that we could have offered if the Congress had not 
happened to have come back. So actually, I think that from our 
point of view, and that of this particular Latin American connotation, 
it is a happy thing that the Congress is here and will act on this. It 
will put us in a stronger position than we would have been in otherwise. 

Mr. Diecs. What would you have done in respect to the Congo 
situation had you not had this special session? 

Mr. Ditton. We would have been in a very difficult situation. 
I would think that probably we would have made every attempt to 
get through until the new session came and not hold any special session 
just for this one purpose, but it would have meant that in January, 
it would have been necessary for whatever administration was in 
power to get new funds, probably in a matter of weeks, without the 
usual consideration that takes place here in Congress. 

In the past we have had some experience with these deficiency 
appropriations, and, as I recall, usually the first one is not cleared 
through the whole Congress until well into April. That would have 
been certainly far too late for this. There would have been tremen- 
dous pressure to have a special way of appropriating funds at about the 
same speed we are doing now. 

Mr. Discs. Are we to understand then that these are the only two 
emergency situations that you anticipate between now and the next 
Congress? I am particularly interested in your evaluation, for 
instance, of the apparent problem in the Mali Federation, as to 
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whether or not this might erupt into the same type of situation that 
you have in the Congo. 

Mr. Ditton. I don’t think it would be that difficult although 
certainly it is an unexpected—not totally unexpected, but an unfore- 
seen circumstance. 

That is why I mentioned the fact of so many new countries becoming 
independent that we hadn’t expected when we put this program 
together a year ago, and that that might very likely bring akiowt the 
need for use of more contingency funds than we thought was necessary 
last winter, or even last spring. 

We certainly would hope that none of them would develop into 
a situation similar to the Congo. More of them are independent; 
they might want something to bolster their independence, and get 
technical help or something of that sort from us. 

However, the French Government has indicated it is willing to 
supply financial assistance to these newly independent countries, so 
I don’t think that they will be relying on us for a substantial amount. 

Mr. Dices. No further questions. 

Mr. Murpuy. Would you yield? What about Guinea? Would 
the French Government be willing to give them any 

Mr. Ditton. I was talking about the newly independent countries. 
I meant the ones newly independent this year. The 16 new ones. 
Guinea achieved independence a couple of years ago. 

Chairman Morcan. Mr. Beckworth 

Mr. Becxwortnu. The last sentence of the next to the last para- 
graph on page 2 says: 

Unless hope for improvement can be given, the prospect is for increasing 
frustration and unrest which can only lead to violence and destruction. 

I think that is a true sentence. To what extent does the conduct of 
American business in general in Latin America enlarge that hope or 
diminish it? 

Mr. Ditton. I would think American business in Latin America 
has in recent years, been quite enlightened. They have tried to 
cooperate loc ally and work out programs with the country in which 
the investments were being made. Certainly investments of com- 
panies like Sears, Roebuck throughout Latin America have been very 
helpful both ways. Of course, there are possible exceptions, but the 
businessmen I talked to down there, or who have interests down there, 
all try to bring the Latin American nationals of the country in which 
the investment is situated into the management of the company and 
give them as much authority as can be done. 

They like to share the authority and control with the local people 
and I think that has proved to be the best way possible to have invest- 

ments in the long run. 

Mr. Beckwortu. If the people of the State Department knew 
that a given company was conducting itself in a way that was ex- 

loiting the people of a given Latin American country, would you 
eel you eats Z anything about such a situation? 

Mr. Diuton. Unless it was something so flagrant that it was brought 
strongly to our attention by another government or by the papers, 
or something public, I don’t think we would feel that that was our 
direct concern. However, we do meet constantly with committees 
which include businessmen who have interests in Latin America and 
certainly if this were something that was a real case, such as you say, 
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then that would be a sort of informal forum where we could probably 
bring the thing up and let the business people there talk to their 
friends. 

Mr. Becxwortu. Apparently we have been misjudging the stand- 
ing of some of the leaders of some of the countries we are trying to 
help. 

Ww hat could we do that we have not been doing, Mr. Secretary, to 
keep these programs from being identified with some particular leader, 
or government? Our aim is to help the masses of the people of the 
countries where we give, aid as I see it. 

Mr. Ditton. This is a very difficult problem. I think certainly 
one way this can be done is to put greater emphasis on so-called visual 
projects, where people can see that they help them. 

However, on the administration of these projects, perforce, it often 
has to be through the local government concerned, and in many of 
these countries that we have given assistance to, local leaders stay 
in power by more or less dictatorial means; pure democracy as we 
know it is difficult to establish everywhere in the world where condi- 
tions are quite different. The countries are moving toward it, but 
they do have different situations and, therefore, inevitably you get 
some identification with a group in power, but that doesn’t necessarily 
work against us when there is a change. 

I point to the situation in Korea, which we all know about, where 
there is a very complete change and I would say the new group 
presently in office is certainly equally as friendly toward the United 
States as Mr. Rhee was and they are far more cooperative in carrying 
out the types of programs we think are necessary. We will have 
probably better working relationships than we had before. 

Mr. Beckwortu. I hope in the future, as one who has been sup- 
porting some foreign aid, that when we embark on any program we 
should try to be so undeniably right in what we do that we won’t be 
hurt because some particular governmental leader gets knocked down. 
That is all. 

Chairman Morcan. Mr. Murphy—— 

Mr. Murpuy. Mr. Secretary, you stated there have been many 
new nations granted independence this year, more so than you 
expected last year. 

Could you tell me about when the State Department became aware 
that the Belgian Congo would be granted its freedom on June 30? 

Mr. Driuon. | think the decision on that was reached in the round- 
table conference in Brussels between the Belgians and the Congolese 
which was sometime last spring. I have forgotten the exact months, 
but I can furnish that for the record. It wasn’t until or during the 
course of this present calendar year. 

Mr. Murpuy. As a member of the Subcommittee on Africa, | 
asked Mr. Saccio on January 20 whether the State Department had a 
plan for the Congo following its independence. He stated they did not. 

Now, when we were considering the mutual security program, I am 
surprised the State Department or the administration did not ask for 
more money than the $20 million for that special African fund under 
special assistance. 

Mr. Ditton. Well, at that time we did not foresee the exact date 
of independence and there is also another reason. As | pointed out, 
we did not foresee that it would occur in the circumstances in which 
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it did. We had previously talked with the Belgians and with the 
French and we had their assurance that they were prepared to con- 
tinue very substantial assistance to the newly independent countries 
and that they did not feel really substantial programs were necessary 
on our part. I was trying to find the exact date of that conference 
in Brussels. 

Mr. Murpny. | am rather surprised the State Department wasn’t 
aware of what might develop in the Congo. Our subcommittee 
called the attention to representatives last January. 

Mr. Dituton. I don’t think the subcommittee was aware that in- 
dependence was going to take place in the way it did. Certainly 
everyone was aware there was going to be a very real problem in the 
Congo, when, as and if independence arrived because I think everyone 
knew there were not very many trained administrators in the Congo- 
lese population. 

Mr. Murpny. I understand that. That is all. 

Chairman Morcan. Mr. Gallagher—— 

Mr. Ditton. I am informed the roundtable conference at which 
this was decided took place in January and February. 

Chairman Morean. Mr. Gallagher-—— 

Mr. Gatiacuer. Mr. Secretary, I appreciate your statement here 
this morning and I would just like to add that basically I am in agree- 
ment with the needs. I have used some of these very arguments which 
met with a great lack of enthusiasm during the House debate, at cer- 
tain points. 

I would think it would be most helpful if we could create a more 
general awareness of the necessity of these problems before this bill 
would go before the House. I don’t mean to get back into the area 
of my two colleagues, Mr. Hays and Dr. Judd. 

One of the problems I wondered about, as the U.N. enters this new 
concept of managing the internal affairs of a new nation, I am won- 
dering whether or not if we are establishing a new precedent, that this 
precedent won’t be the forerunner of many instances of encouraging 
fiscal nonresponsibility, without governmental authority. 

I am wondering whether or not this is the only way we can come 
to grips with this problem. I am wondering whether or not we are 
not interfering with the natural development of these nations by 
encouraging irresponsibility as the quickest means of financial aid. 

Mr. Druton. | don’t think that is the case. The Congo is a situa- 
tion which has little parallel elsewhere. Elsewhere in Africa, both in 
the British and in the French former colonies, both of those countries 
did provide for substantial programs of education and training and 
have allowed and encouraged the local inhabitants to undertake some 
of the administrative work of the government. 

So there are many more highly trained people in these countries. 
The situation in the Congo was that the Belgian policy operated quite 
differently. ‘There had been a very paternalistic policy which treated 
the local inhabitants very well. They made sure by strict laws that 
they were treated well, that they were given clothing and adequate 
pay and were not exploited. They took good care of them that way 
but provided little beyond a grade school sort of education and didn’t 
have them in any of the supervisory or foreman-type of positions in 
industry, or particularly in the government. They just had no posi- 
tions at all, so there are no trained people. I think the story is there 
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were approximately 16 people in the Congo with a college education 
and many of that number only achieved it in the last year or two. It 
is a unique situation and they really do need this sort of help and I 
doubt if the same sort of situation would come up in other places. 

Mr. Gattacuer. How long do you think it will be necessary to 
carry out the policy that we now have? 

Mr. Ditton. Well, I would think a lot depends on how relation- 
ships work out in the future between Belgium and the Congo. 

The Congolese, most of them, even including Mr. Lumumba, have 
stated they want the Belgian technicians back and would hope that 
they would be able to keep on helping them. 

From the point of view of Belgium, if something is going to be made 
of their heavy investments there, it probably has to be made through 
cooperation with the Congolese, and having their technicians come 
back. There were many thousands of them. They speak the French 
language, which is used there, and they are familiar with life in the 
Congo and with the sort of things involved in its administration. 

If it develops over the coming months that there is greater stability 
after the Belgian troops are out and some of these Belgian technicians 
come back, this period of substantial help from the United Nations 
could be much shorter. If it is not worked out that way, it would 
be rather difficult to foresee just how long it would take to train 
Congolese in adequate numbers to do this work, themselves. 

Of course, the Congo is quite a rich area in minerals and foods. 
It is not too heavily populated and it should be better able to take 
care of itself than most other areas. 

Mr. GautaGHErR. Thank you. 

Chairman Morean. The Chair wants to state that we intend to 
go into executive session in the morning on the markup of this bill. 

Mr. Upton, would you be willing to submit your statement for 
insertion in the record? 

Mr. Upron. I should be very happy to. 


STATEMENT SUBMITTED BY HON. T. GRAYDON UPTON, 
ASSISTANT SECRETARY OF THE TREASURY 


Mr. Chairman, I am happy to appear on behalf of the Treasury 
Department in support of the proposal for a program of development 
of Latin America. The Treasury has a deep interest in our financial 
relations with Latin America. As you know, the Treasury Depart- 
ment presented to the Congress last year recommendations for the 
formation of the Inter-American Development Bank, which the Con- 
gress approved. It is anticipated that the Inter-American Develop- 
ment Bank will take an active, indeed the principal role in the imple- 
mentation of the program which is being presented to you. 

We see this program as a major and significant step in the evolution 
of the historic close relations among the American Republics. As 
President’s message indicated, what is envisaged here is a direct 
approach to some of the problems of the average man in Latin Amer- 
ica. We are confident that the Latin American countries wish to 
direct their own efforts increasingly to this objective, and the purpose 
of our program is to supplement and encourage these additional 
steps. We would cooperate with individual Latin American countries 
in their own efforts to provide for the individual citizen. He needs 
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such things as improved community facilities and an opportunity 
to work land which is not now being used productively. We expect 
that under the authorization being ‘Tequested, we should be able to 
extend our assistance in such areas as pilot and self-help housing 
and vocational education. Measures of this type will, as the Presi- 
dent said, “‘help our Latin American neighbors accelerate their 
efforts to strengthen the social and economic structure of their nations 
and improve the status of their individual citizens.”’ 

While we will press forward with our efforts to assist constructive 
economic development activities, the new program would seek to 
assist in spreading the benefits of economic growth. The proposal 
is supplemental to the long history of our previous efforts taken to 
promote economic and industrial development through loans for 
dams, power, airports, railroads, and factories. 

The U.S. program, including the present proposal, can be con- 
sidered as providing support for the broad objectives of Operation 
Pan America, which was conceived some 2 years ago by President 
Kubitschek, of Brazil. There is, however, some difference of 
emphasis. Our proposal would promote democratic freedom by 
giving particular attention to social aspects of the Latin American 
problem and to the objective of spreading the benefits of economic 
growth and advancing the status of individual people in these nations. 

In considering this new endeavor, it is necessary to recognize the 
special place of the American Republics in their historical association 
with the United States and the particular importance to us of these 
neighboring countries in the southern parts of this hemisphere. We 
have a long history of a special political relationship with the American 
Republics. More recently that special relationship has been high- 
lighted in the economic and financial field by the establishment of the 
Inter-American Development Bank. We believe that the time has 
come to underline this relationship still further and with particular 
stress upon the status of the individual citizen and his opportunity 
for advancement. Economic development by itself does not fully 
meet the need in Latin America to promote growth with social 
stability. 

In our relations with leaders of Latin American countries we have 
sensed an increasing note of urgency about the importance of stress- 
ing activities which would contribute directly and relatively quickly 
to the economic and social progress of individual citizens. During 
most of the postwar years Latin America has concentrated on the 
development of industries and other directly productive economic 
areas. Our neighbors have come to us for financial support for these 
activities, and, as is well known, they have obtained large amounts of 
financing. Great strides have been achieved in general economic 
progress. Indeed during many of the postwar years the growth of 
the gross national product in many Latin American countries has 
proceeded more rapidly than in most other parts of the world. 

It is evident that the United States and the international institu- 
tions have been doing a great deal toward advancing economic develop- 
ment in Latin America. We expect to be doing even more through 
the Inter-American Development Bank. The Export-Import Bank 
has been particularly active in Latin America, and of its total current 
loans about $1.5 billion, or 45 percent, pertain to this area. (The 
total loans of the Bank include nondevelopment loans, particularly 
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to European countries; therefore Latin America’s share of develop- 
ment loans is even higher .) The World Bank has some 21 percent, 
or almost $800 million, of its current loans in Latin America. The 
International Monetary Fund has given repeated and active support 
to overcoming the exchange problems of Latin American countries. 
At present it “has more than $415 million in short-term credits out- 
standing to these countries. Furthermore, there is, of course, a very 
large investment of private American capital south of our border total- 
ing approximately $9 billion in the other American Republics. About 
31 percent of our total private foreign investments are situated in 
Latin America. 

Nevertheless, there are many problems remaining in Latin America. 
Some of these have their roots in political and social history, in degree 
and type of economic activity, in climate, and many other factors. 
One of the major problems in the extremely rapid rate of increase in 
population. It has been estimated that in the case of a few countries, 
the population may as much as triple by the end of this century. 
Without improved facilities for utilization of land and settlement of a 
growing population on new land, there is a movement to the cities, 
where the increasing numbers put a very heavy strain on community 
facilities. 

In struggling with these problems, the Latin countries have faced 
many difficulties due to the overall limitations on available resources 
and the many competing demands for their use. These countries 
have also found impediments in the way of mobilizing effectively 
their financial, human, and physical means to organize and carry 
out advancement in these fields. We all recognize, I am sure, that 
there is everywhere tremendous competition for available resources 
and savings. But such competition is more acute when the total 
production of a country is limited and when its population is rapidly 
increasing. 

A special problem in many Latin American countries has been the 
development of financial policies to enable currencies to be strength- 
ened and inflation to be brought under control. Deficit financing 
on an excessive scale and rapid inflation have driven capital abroad 
and have distorted the pattern of savings and their effective use. 
Inflation has brought its usual consequences of speculative investment 
and of particularly heavy burdens for the large groups of the com- 
munity who are least able to protect themselves against the threat 
to real incomes which inflation presents. In recent years an increasing 
number of Latin American countries have recognized the need for 
ending the vicious cycle of inflation if they are to survive economically 
and progress socially. It is gratifying that several countries have 
recently seen considerable success in their stabilization efforts. In 
due course, as savings are encouraged and capital markets develop, 
the social values of a stable currency are increasingly demonstrated. 

I have listed some of the factors which, I believe, create an urgent 
demand for the proposals envisaged by this legislation. If this pro- 
gram is approved, we shall be able to work with the countries of Latin 
America by providing financing to supplement the investment of 
additional domestic resources in the direction which many of their 
leaders increasingly believe requires a higher priority. 

In the implementation of this program we propose to be flexible. 
We will seek to concentrate our efforts, in cooperation with Latin 
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American countries, in the particular situations and areas where our 
assistance will be most valuable and effective. As Mr. Dillon has 
indicated, it is expected that the Inter-American Development Bank 
will be the principal institution for administering loans under the 
special program for Latin America. The Inter-American Develop- 
ment Bank was organized only this year and it will not officially open 
its doors for loans for another 6 weeks. But its potential for promot- 
ing economic progress in Latin America has, I feel, already been 
demonstrated by the practical and cooperative atmosphere which 
surrounded the work of building the structure of the Bank and by the 
high quality of the Bank’s Board of Directors and management. 

In the ultimate analysis, we can provide seed capital, technical 
assistance, and assist in meeting some of the more drastic needs in 
some areas. The overall problems are so large, and so complex, and 
are so intimately related to the institutions and the economic and 
social capacities and capabilities of each country, that only the Latin 
American people, themselves, and particularly their leaders, can 
effectively deal with them. In the utilization of land, and in the 
various areas of public administration and public finance, I believe 
they realize increasingly the challenges before them and wish to face 
up to them. Through the present proposal we can give encourage- 
ment and emphasis to an approach—directed straight to the heart of 
the problem—the simple needs of the common man in Latin America 
I sincerely hope that this Congress, so many members of which have 
shown themselves cognizant of the problems and actively interested 
in Latin America, will give its support to this proposal. 

Mr. Zasuocki. Mr. Chairman, when is the committee going to hear 
the opposition? Not that I am opposed. 

Chairman Morcan. The Chair has not had one single letter that 
anybody wants to be heard in opposition. I just want to state that 
time is of the essence here, and the Chair would like to proceed as 
rapidly as possible. There are rumors around the Capitol that this 
special session is going to come to an end very quickly and | want 
to be able to have the committee action on the bill completed promptly. 
That is the reason for the executive session tomorrow. 

Mr. Futon. I can’t let the record stand that this is a new policy 
of the U.S. Government being interested in the internal affairs as 
between two parts of a foreign country. For example, North and 
South Ireland, with its great history in Congress, against the British 
for Ireland, for the north and against the south and vice versa, Korea, 
China, Vietnam, and so forth. Also, I quote Senator Kennedy who 
feels that France should liberate Algeria. So we do have precedents 
of Congress taking an interest and acting in this field. 

Mr. Jupp. Mr. Chairman, I should like to have the Secretary make 
a little more precise statement in the record, in answer to the following 
question, because it is bound to come up in the House. To what 
extent is it useful for you at Bogota to offer a figure for them to talk 
about, as you put it, that isn’t yet a dependable figure? Is it your 
purpose to be able to offer substantial inducement for them to take 
the domestic actions that are necessary while making it clear that 
even if Congress appropriated the whole $500 million the first week 
of the new session, the money will not be made available except on 
the basis of the qualifying actions being taken? 
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Mr. Ditton. | think that is perfectly clear. We think it is. abso- 
lutely essential to be able to have a figure for them so that they can 
have confidence that if they do all the work involved to lay the plans 
for undertaking these programs—some of it will be difficult internally 
that they will be able to have the best assurance we can give them 
at this time that the United States will come along and help them. 

Mr. Jupp. So it can be made clear that on both sides there is a 
question mark. But with action by the Congress stating this as a 


matter of policy, there is a greater question mark on their side than 
on ours. 


Mr. Diuion. I think that is probably true. 

Mr. Farsste1n. Mr. Chairman, may I ask one question, please? 

Mr. CarNAnAN (presiding). Mr. Farbstein? 

Mr. Farsstern. Mr. Secretary, aside from this Latin American 
question generally, do you think that we have or are obtaining suffi- 
cient intelligence throughout the world above and beyond that which 
we ordinarily have been obtaining in the high echelons of foreign 
governments? In other words, are we obtaining intelligence down in 
the marketplace. Are we learning how students think, are we learning 
how union members think? Are we learning how intellectuals and 
professors think? 

It appears to me that the intelligence we have been obtaining 
throughout the world has been up in the higher echelons and it has 
not been proven altogether successful. I recommend to the Secretary 
whether it is in the State Department or whether it is in CIA, that we 
get a good deal more intelligence down below in the streets and in 
the marketplaces. 

Mr. Ditton. I think that is very important. 

Mr. Farsstrern. Well, I don’t know. Are we getting enough 
intelligence down in the marketplace? 

Mr. Ditton. Well, I can say this: We are putting substantial 
emphasis on contacts of that nature. If you want a detailed dis- 
cussion of this I think you would have to have the Director of Central 
Intelligence answer. | think it is primarily his job. 

Mr. Farsstrern. Except that you depend on that information in 
your activities? 

Mr. Ditton. He assures us he is making a real effort in that diree- 
tion. I can’t give you all the details, but he assures us that he is. 

Mr. Futron. On such questions, may I add before we finish that it 
is an untidy world and it will probably continue to be an untidy world 
for sometime. In the world of the West, a free world based on free 
will, it is hard to forecast ahead the use of free will by many kinds and 
varieties of people of all ages and backgrounds and likewise many 
times without education. Our Central Intelligence Agency is well 
run and efficient and Allen Dulles is doing an excellent and patriotic 
job for the security of our good country. 

Mr. Jupp. But there is any number of cases if we want to go over 
the past, where there were plenty of Americans and other dependable 
people in a country who knew perfectly well what was going on long 
ahead of events and our intelligence agencies wouldn’t pay attention 
to them. As you say, they listened to what the other government 
told them. 


Mr. Farsstein. Well, what do you do about it? 
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Mr. Jupp. The missionaries, Catholics, Protestants and others. in 
China knew what was happening there long before the final Com- 
munist breakthrough developed, but we wouldn’t believe it until 
after the Korean war. 

Mr. Dituon. I think this is the situation—all I can say in general 
about it is that it is well recognized that we are working on it, the 
Central Intelligence Agency is working at it continually, and I think 
that they have been, and are, improving but they still have plenty of 
improvement to make and [| think they will try to do that. 

Mr. Farpsrern. I talked to Admiral Felt. He has an intelligence 
group, and I suggested that to him strongly and the same to our 
ambassadors in the Far East. 4 

Mr. Zasiockt. Will the opposition have an opportunity to file 
statements? 

Mr. Crawrorp. I assume Dr. Morgan will authorize them to be 
printed, up to the time we go to press. 

Mr. CarRNAHAN (presiding). The committee will stand adjourned 
until 10:30 a.m. tomorrow. 

(Whereupon, at 1 p.m.,; the committee adjourned.) 

(The following material has been submitted for inclusion in the 
record :) 


DEPARTMENT OF STATE, 
Washington, August 10, 1960, 
Hon. Sam RayYBuURN, 
Spe aber of the House ‘of Represeniatives, 

Dear Mr. Speaker: There is enclosed for the consideration of the 86th Con- 
gress a draft bill amending the Mutual Security Act of 1954, as amended, to 
provide for assistance in the development of Latin America and in the reconstruc- 
tion of Chile, and for other purposes. 

This draft bill is designed to carry out the recommendations of the President 
in his message to the Congress of August 8, 1960, that a total of $600 million be 
authorized for assistance to Latin America, including devastated Chile, and that 
an additional $100 million be authorized for the mutual security contingency fund. 

Most sincerely, 
(8S) Christian A. Herter, 


CHRISTIAN A. HERTER, 
Enclosure: Draft bill. 


AN ACT To provide for assistance in the development of Latin America and in the reconstruction of 
Chile, and for other purposes 


Be it enacted by the Senate and the House of Representatives of the United States 
of America in Congress assembled, 


CHAPTER I—PROGRAM FOR DEVELOPMENT IN LATIN AMERICA 


Sec. 101. Chapter II of the Mutual Security Act of 1954, as amended, which 
relates to economic assistance, is amended by adding after title IV the following 
new title V: 


“TITLE V—PROGRAM FOR DEVELOPMENT IN LATIN AMERICA 


“Sec. 425. DECLARATION OF PuRPOSE.—The Congress of the United States 
reaffirms the warm and enduring friendship of the people of the United States for 
the peoples of Latin America. The Congress recognizes that for these peoples to 
continue to progress within the framework of our common heritage of democratic 
ideals, there is a compelling need for the achievement of social and economic 
advance adequate to meet the legitimate aspirations of the individual citizens of 
the countries of Latin America for a better way of life. To achieve this advance 
requires the maximum of self-help measures on the part of the individual coun- 
tries aided by a united and economic progress. The Congress, therefore, reaffirms 
the policy of the United States to encourage and to help our Latin American 


neig 
ture 
citi: 


thei 
$50) 
den 
tern 


000” 


Hon 


This 
I 
cone 
endo 
grou 


finar 
fund 
whet 

M 
to fir 
a lef 
perm 


toda) 
prop 
out ij 
settir 
exam 
And 

He 
toa. 





e 


d 


e 


h- 
to 
iC- 


nt 
be 
at 
id. 


n of 


les 


‘ich 
‘ing 


A 


ates 
- for 
s to 
‘atic 
ymic 
is of 
ance 
oun- 
irms 
‘ican 


AMERICAN REPUBLICS COOPERATION ACT 41 


neighbors to accelerate their efforts to strengthen the social and economic struc- 


ture of their countries and to provide greater opportunity to their individual 
citizens. 

“Sec. 426. AuTHoRIzATION.—In order to carry out the purposes of this title, 
there is hereby authorized to be appropriated to the President not to exceed 
$500,000,000, which shall remain available until expended, and which the Presi- 
dent may use, in addition to other funds available for such purposes, on such 
terms and conditions as he may specify.”’ 


CHAPTER II—RECONSTRUCTION IN CHILE 


Sec. 201. Section 400(b) of the Mutual Security Act of 1954, as amended 
which relates to special assistance, is amended to read as follows: 

““(b) There is hereby authorized to be appropriated to the President not to 
exceed $100,000,000, which shall remain available until expended, for use, in 
addition to other funds available for such purposes, in the reconstruction and 
rehabilitation of Chile on such terms and conditions as the President may specify.’’ 


? 


CuaprER III—Conrineency Funp 


Sec. 301. Section 451(b) of the Mutual Security Act of 1954, as amended, 
which relates to the President's special authority and contingency fund, is amended 


by striking out “$150,000,000” in the first sentence and substituting ‘“$250,000,- 
000”’. 





Aveust 24, 1960. 
Hon. Tuomas E. Moraan, 


Chairman, House Foreign Affairs Committee, 
Washington, D.C. 


Dear Dr. MorcGan: Enclosed are three studies and Chairman Harnischfeger’s 
letter of August 15, all relating to Latin American aid. 
It is respectfully requested that this material be considered by your committee 
and inserted in the record of committee hearings. 
Sincerely, 
BONNER FELLERS, 
Vice Chairman and National Director. 


Crt1zENS Foreign Arp CoMMITTER, 
Washington, D.C., August 15, 1960. 


This Letter Has Been Sent to Every Member of the House and Senate: 


I have just returned from a short trip to Mexico. There I became greatly 
concerned over the attitude of a number of people in high positions who are 
endorsing the Castro policy. There is evidence of a considerable leftist under- 
ground movement throughout Mexico. 

The United States has given Mexico loans and grants of $553 million. We are 
financing trips of Mexican labor leaders to America where they are indoctrinated 
with disruptive rather than constructive bargaining methods. Secondly, a sub- 
stantial gift was made to an orthopedic hospital which could well have been 
financed by the Mexicans themselves. Thirdly, I understand we are providing 
funds to some of the universities where there are plenty of leftists. I question 
whether such contributions are productive. 

Mexico, one of the richest countries per capita in the world, is perfectly able 
to finance any reasonable improvement in her standard of living. Nevertheless, 
a leftist government, financed by our loose giveaway, engenders unrest and 
permits the Mexican economy to deteriorate. 

A similar situation prevails in other Latin American countries. 

Despite the billions we have given away, this situation has been allowed to 
develop because of the weak position of our State Department. It is evident 
today that prompt action should have been taken just as soon as American 
property was expropriated in Cuba. Unless the basic problems are straightened 
out in Cuba, the brush fire will burst into a forest fire elsewhere. Space precludes 
setting forth the details of Communist influence in Latin America but the 
examples in appendix A, attached, somewhat reflect the prevailing situation. 
And it is a situation which our Latin American handouts have largely financed. 

However, the principal objective in writing this letter is to invite your attention 
to a July 11 AP dispatch which disclosed the President’s new plan for improving 
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the economic and social standards of Latin America and that an initial fund of 
$500 million to begin a new Latin American aid program is being considered. 

Since the aid which we have already extended has not only failed in its purpose 
but actually is financing the very situation we hope to correct, is there justification 
to believe that more aid will improve conditions? 

Close observers know that the problems of Latin America are principally 
cultural, political, and moral. The domination by Bourbon aristocrats, the 
frequent denial of governmental justice, the scarcity of trained administrators, 
the prevalence of corruption, constitute problems which dollars cannot resolve. 

‘There is lots of talk in Congress about foreign aid, and it is frequently referred 
to also in the speeches of officials of the executive branch of the Government. 
But there can be little accomplished to stabilize the economy of small countries 
just by giveaways. There has to be also a solid foundation of private investment. 
* * * Congress next week has an opportunity to do something concrete to protect 
the lives and properties of American citizens abroad.’’ (David Lawrence, in the 
Evening Star, Aug. 3, 1960.) 

Soon the Congress will be pressured by the executive branch of the Government 
to arm State Department officials with a congressionally approved plan for more 
lavish handouts to present to Latin American ministers meeting in Bogota, Sep- 
tember 5. In appendix B, I have shown, by country, our dollar aid to Latin 
America. It totals $4.2 billion. In appendix C are listed the lending agencies 
whose services are available to Latin America. Their total lending power is 
$45.4 billion. 

The Citizens Foreign Aid Committee respectfully invites your attention to the 
fact that ample aid is already being given Latin America, that lending facilities 
already in existence are more than adequate to meet Latin American needs and 
that our own economic position is such that the exercise of strict economy is 
imperative. We urge you to vote against any increased Latin American 
authorization and appropriation. 

Sincerely, 
WaLTER HARNISCHFEGER, 
National Chairman. 
APPENDIX A 


An employee of the Harnischfeger Corp. writes from Bolivia: 

“The Bolivian revolution has been able to succeed only because of the American 
monetary help. At the moment 75 percent of the budget of this nation is coming 
from the United States and this to a country that is absolutely Communist. 
would say Cuba is nothing compared with Bolivia at this moment.” 

Following our disaster aid to Chile, a pro-American Chilean writes: 

“* * * everything is topsy-turvy, with the Communists and the leftists 
blaming the Government and demanding that reconstruction be financed through 
the taxing of all foreign industries and by stopping payment on the foreign debt 
(which is owed mostly to the Export-Import Bank, the Development Loan Fund, 
and the International Bank). The damnificados refuse to work. They want 
only American clothes and they expect to be fed and clothed to the end of their 
lives.”’ 

A distinguished Washington observer with years of experience in public office 
writes in the July 15, 1960, Economic Council Letter: 

“The U.S.S.R. was established as the government over the nation-states of 
the world, as they fell one by one into place in the Soviet orbit * * *. Cuba is 
today as much a part of the Soviet Union as is Romania * * *. To think we 
ean get rid of Soviet power in the Caribbean by getting rid of Castro is child- 
ish * * *, Neither shall we get rid of Communist influences in Latin America 
by setting up a vast new foreign aid handout, for that underdeveloped area. 
The Communist leaders know how to ride that horse too.” 
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APPENDIX B 


Dollar aid to Latin America 


{In millions of dollars] 

















International 
Country U.S. grants | Total 
and loans! | International| International 
} Bank 2 Monetary 
Fund 3 
— ——— — | — i — 

Semmens oiiss cececsshbaeesis bee ies ees ee 94 323 
CN it tha tiabl didn detededt a Wiisiince sehen ies | | ee EE 9 190 
rn eee oe ee 782 193 | 261 1, 236 
Game ith ik Bot LL, 2 ii seed 228 | 53 | 63 344 
DORI ia. « isl biinncdictionetn<intbihsoibios 202 | 109 | 40 351 
i i aie lt ek | 47 | 6 | 1 54 
en te oe eres ARES RRR ay- a Ue oo 53 
SPO SURNEIED.  kaacuquhessouenueoe 8 ili Arid chsiadaih dee 8 
RT RIDES SE ROT GAR 63 22 | 5 | 90 
Eh DONWON ios iiss eaae ints nnena tS vnaeel 9 | 24 | 2 | 35 
"ise t-te satiate mt 94 | eae tniisiiciaiicsis 112 
ces ae a ee 60 1 | 4 65 
MOMMA TB NTA US eee 22 | 6 | 8 | 36 
Riis achat.) arian. aRawe: | 321 | 164 18 | 553 
ea oe ee ee eee 24 | 22 8 | 54 
i a | re stealth 32 
WU eee ce ero joeeee See ee 28 4 7 | 39 
Be sti Silos icivkins doce ose Bandi autem ce a aids 257 | 42 | 15 314 
ROMO ics. Lobb ee sth deb odbiedhablns Valet 40 | OO attsccai.ass | 100 
aE ie RO ee ee E diatigulibamiliiehamemasiaibels 7 
eg ee ee LR a TI Bis oxtncsvciciga'n- cere eatin hdc 210 

PO Avie taccsunevoldstean: 2, 898 | 724 | 585 | 4, 207 





' Includes credits used of Export-Import Bank and Development Loan Fund data of Mar. 31, 1960. 
Source: Foreign Grants and Credits (U.S. Department of Commerce). 


? Statement of loans for Mar. 31, 1960. Source: International Bank for Reconstruction and Development. 


’ Currency purchased by member country to Apr. 30, 1959. Source: Annual report (1959) International 
Monetary Fund. 


APPENDIX C 


The lending agencies listed below with their capitalization or lending power set 
opposite their names are already in existence and seemingly eager to lend or give 
away: 


mere Lanes EAN 4, ins sturtace- stein: Se ahlbloak atekd. te alee $7, 000, 000, 000 
World Bank 


sory bet Sd Bede shanty. adeeb drai hi & isis nah lees Aegan = 5 tre 21, 000, 000, 000 
International Monetary Fund.-........._....-.......-_--.- 13, 958, 000, 000 
International Finance Corporation_____......._._._.-______- 95, 506, 000 
Development Loan Fund (appropriated for lending) - _ - ______- 1, 400, 000, 000 
Liiers Rh mieuienih Wee 8 hs i eee ee tk ane D 1, 000, 000, 000 
International Development Association___...___.___._______- 1, 000, 000, 000 

RO 6s dibs edn ts Maat Rbveisaeh apedede ab de 45, 453, 506, 000 


CiTizENs Fore1igN Arp CoMMITTEE 


Washington 6, D.C, 


Vol. 1, No. 8 August 19, 1960 


Facts ON Foreign Arp 
Prepared especially for the 86th Congress, reconvened, August 1960 


In view of the President’s request now before the Congress for a $600 million 
authorization to begin another Latin American aid program, plus $100 million 


for aid to the Congo! the following comments by Hon. Spruille Braden, and 
Mr. David Lawrence are revealing. 


1 One Senator has suggested a long-range $10 billion U.S. aid program to be spread among the new 
countries of Africa. 
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FRIENDSHIP FOR SALE? 


Hon. Spruille Braden, whose intimate association with Latin America eneom- 
passes nearly half a century, has served as our Ambassador to Colombia, Cuba, 
and Argentina. From 1945 to 1947 he was Assistant Secretary of State for 
American Republic Affairs. Respected throughout the Latin American States, 
he probably holds more Latin American awards and decorations than any other 
of our citizens. 

On August 3, Mr. Braden wrote Mr. Walter Harnischfeger, in part, as follows: 

“Of course, as usual, when confronted with the Cuban situation, Washington 
had no courage or imagination and so reverted to the wornout, frayed solution 
of trying to buy friendship. 

‘Some of my Latin American friends are insulted at our assumption that their 
friendship is for sale. An Argentine friend writes me: ‘I hope I’m wrong, but 
I fear that with the aid of North American dollars we will follow the same path 
as Yugoslavia, Czechoslovakia, Poland, Bolivia and so many others who have 
fallen under Communist tyranny with the aid of dollars taken under compulsion 
from the North American people.’ ”’ 


[From the Evening Star, Washington, D.C., Aug. 16, 1960] 


Davin LAWRENCE Questions U.S. Funps For Conco—State DEPARTMENT 
ProposaL TO CONGRESS IN Face oF RECENT ATROCITIES CRITICIZED 


An amazing item came over the news ticker yesterday. It read in part as 
follows: 

“The State Department asked Congress today for an extra $100 million in 
foreign-aid funds to help the violence-torn Congo and possibly other new African 
nations.”’ 

Not many days ago the troops of the Congo Government which is to be 
given American taxpayers’ money committed one of the worst atrocities in human 
history—brutal attacks on white residents, with wholesale beatings of the men, 
mistreatment of the children, and rape of the women, including at least two 
American missionaries. 

Yet the Prime Minister of the Congo Government has called it all a “lie,’’ and 
not a word of regret or apology has come from the very government whose troops 
were guilty of the atrocities—and whose same troops now would be supported 
with money furnished by the taxpayers of America. 

The U.S. Ambassador in Léopoldville reported the facts at the time, and a 
Commission of Inquiry created on July 16 by the Belgian Government has just 
issued a preliminary report that documents case after case. The Commission 
is composed entirely of high judges of Belgian courts and is not under control 
of the Government. Its report deals only with cases ‘“‘among those which the 
Commission can retain as established and proved as of now,’’ but presents what 
it calls ‘‘often painful details’’ of the rapings of well over 100 women, including 
a number of nuns, most of whom were savagely assaulted—not once, but over 
and over again. The Commission points out that the press has reported that 
291 Belgian women have testified to such treatment. 

No word of public condemnation, however, has come from the Department 
of State addressed to the Congo Government itself or to the press, expressing 
American disapproval of what has happened. Not so many months ago the 
same Department of State, however, was quick to interfere in the internal affairs 
of the Government of the Union of South Africa by issuing a statement con- 
demning outnumbered police because they fired at a mob of several thousands 
that threatened them. 

Surely, this is a precedent for public expression now about the horrors in the 
Congo. though there are plenty of precedents in international law, anyway, 
which say a government may at any time express opinions and take action when 
the lives and property of its citizens have been impaired. 

The United Nations, itself, is subject to severe criticism for having failed to 
recognize the right of the Belgian troops to remain in the Congo to protect the 
lives and property of Belgian subjects and to secure redress for grievances suffered 
by them. Since the United Nations has taken over instead, then it is the duty 
of that organization, morally at least, to obtain redress. Yet, so far as anyone 
knows, the U.N. Secretary General has done nothing to require the Congo Gov- 
ernment to administer punishment to those troops guilty of rape. So far as 
the U.N. is concerned, the atrocities have been ignored—as if they had not 
occurred. 
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It may be wondered what possible good can be served by giving money to an 
irresponsible government: which has not yet shown its capacity to honor its 
obligations to all foreign residents: The State Department insists that the extra 
$100 million is needed ‘‘to restore some of the fundamental conditions that will 
permit a more normal life to be resumed.’’ But how can a capacity to govern 
be suddenly acquired by a people hardly emerged from savagery? How can 
there be any respect for the lives and properties of foreigners in the future if the 
United States now overlooks the misdeeds of the Congo Government and turns 
around and gives it money? 

But American taxpayers who are expected to foot the bill can still have recourse 
to their own Congress and insist that not a penny be appropriated to the new 
Congo Government until satisfactory action has been taken not only to punish 
the wrongdoers but to safeguard foreigners against similar attacks in the future. 

The argument will be made that, if the United States doesn’t help with money 
now, the Soviet Union will. But the truth is that the Communists have their 
agents in the Congo already and have played no small part in egging on the 
terrorists so as to create more and more complex problems for the countries of 
the West. Unless the Congo Government is willing to exterminate the Com- 
munist intriguers and stop trying to blackmail the West by attempting to play 
off Moscow against Washington, there is little justification for pouring American 
taxpayers’ money down the drain in the Congo. 

Certainly the ‘civil rights’ of the white women in the Congo would seem to 
be as important as any other “civil rights’? which motivate so many political 
demonstrations nowadays in this country. 


CiT1zENs Forertgn Arp CoMMITTEE 
Washington, D.C, 


Vol. 1, No. 9 August 24, 1960 


Facts oN ForEerIGN AID 


Prepared especially for the 86th Congress, reconvened, August 1960 





LAOS IN L.A, 





In this case, L.A. stands for Latin America. What we refer to are the proposals 


now before the Congress to douse Latin America with the inflammable liquid of 
foreign handouts a la Laos. 


Sowing the wind 

What has happened in Laos? Here are the findings of the Committee on 
Government Operations (seventh report, July 15, 1959): 

1. Gave Laos more aid than its economy could absorb. 

Result: (a) Inflation, (b) profiteering. 

2. Contrary to the advice of our Joint Chiefs of Staff, civilians in ICA created, 
supervised, and provided the entire support of a 25,000-man army. 

Result: (a) Enrichment of Lao merchants and public officials; (6) popular 
unrest over government corruption and indifference to needs of people; (c) the 
Royal Army twice has raised its own pay, increased its strength by 5,000, and 
has become the best paid army in Asia, 

Reaping the whirlwind 


A new neutralist—if not anti-American—government in Laos has now been 
set up by the very army which we created and which we are financing. Dis- 
patches from the region attribute the coup d’etat directly to U.S. aid policies. 
Thus, the Bangkok World says anti-Americanism in Laos is “* * * another 
aspect of * * * the dilemma of funneling aid through unpopular and possibly 
corrupt governments.” (Washington Star, Aug. 15, 1960.) 


Smothering Latin America with attention and dole 


Are we going to meet the rising Communist threat in Latin America with the 
same foreign handout soothing syrup that is failing so miserably in Laos? Are 
we content to risk other Laos failures here in the Western Hemisphere? The 
Nation magazine for August 20, 1960, states editorially that: 

‘ * * in Haiti, there is only the shell of a government. * * * Against this 
background, President Eisenhower’s proposed $600 million aid program merits 
the criticism leveled at it. It suggests, as Senator Mike Mansfield points out, 
that a ‘callous attempt’ is being made ‘to purchase favor in Latin America at a 
time when we are especially desirous of obtaining it.’ Apart from the timing, 
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we can't buy good relations in Latin America. [Italic supplied.} Funds. alone 
will not avert the trouble that so clearly impends.in Haiti. What is needed is a 
plan and a policy; at the moment we have neither.” 

Of the President’s recent request for a Latin American gift of $600 million ¢ 
pro-American Argentine friend of Hon. Spruille Braden wrote: 

“T hope I’m wrong, but I fear that with the aid of North American dollars we 
will follow the same path as Yugoslavia, Czechoslovakia, Poland, Bolivia, and 
so many others who have fallen under Communist tyranny with the aid of dollars 
taken under compulsion from the North American people.” 

Our stake in Latin America is great. It is the very heart of our hemisphere 
defense concept. Moreover, it is vital to our economy: 

(a) American investment in Latin America is greater than in any other area 
of the world, except Canada; 

(b) American tourists in Latin America equal or exceed those in any other area 
of the world; 

(c) Venezuela, for instance, is the fifth biggest market for U.S. exports. (See 
report of Senator Geo. D. Aiken, Feb. 2, 1960, Senate Foreign Relations 
Committee print.) 


What is the real problem? 


Is the real problem in Latin America lack of money or lack of good government? 
Brazil, for instance, suffers from historic and chronic inflation (1,600 percent since 
1939; 40 percent in the first 8 months of 1959). (Ibid.) Is there evidence to 
support the stand that foreign aid can cure these conditions? Or can they be 
cured only by basic reform of government and policy? 


Where are our tools? 


Is money the only tool of stateeraft? We have tried money and it is clear that 
this is not the answer. We see the consequences of our dollar tools in Korea, in 
Laos, in Turkey, in Bolivia, in Cuba and elsewhere about the globe. 

What about the traditional instruments of diplomacy? The power of moral 
principle? The power of honest, open agreements mutually advantageous? 

What about insistence, as a quid pro quo, for support, that basic treaty and 
contractual rights be respected? Is it not the duty of the Congress to put an end 
to the lavish spending of the taxpayers’ hard-earned money? Should not the 
Congress demand that the Department of State return to the realistic tools of 
traditional American diplomacy which thrived before this era of fantastic global 
handouts? 


CrrizENns Foreign Arp COMMITTEE 
Washington, D.C. 
Vol. 1, No. 10 August 25, 1960. 
Facts ON Forer1@N AID 


Prepared Especially for the 86th Congress, Reconvened, August 1960 


Foreign aid admittedly unpopular— Why is it voted? 


On the Senate floor, Friday, August 19, 1960, Senator Fulbright, chairman of 
the Senate Foreign Relations Committee, made the following revealing statement: 

‘Foreign aid bills are unpopular even during the regular session of Con- 
gress * * *. Now as the dying gasp of this administration we have received 
a request for a special authorization for economic aid to Latin America. The 
administration deserves little credit for this proposal. It is forced upon them. 
Not even the rocks thrown at Vice President Nixon in 1958 were sufficient to 
rouse the administration from its lethargy. It was only when Cuba went down 
the Communist road that light began to dawn. I also lack enthusiasm because 
of the vagueness of the proposal. No program has been presented to the com- 
mittee. No details worth speaking of have been offered. There is no country 
breakdown * * *, There is not even the usual illustrative program.” 


Legislating under panic 


This statement by the distinguished chairman of the Senate Foreign Relations 
Committee reflects a state of panic in which sound deliberative judgment has 
been thrown overboard. U.S. Government assistance programs and U.S. private 
investment in Latin America total nearly $15 billion. To vote more American 
taxpayers’ dollar aid obviously will not resolve the present Latin American 
turbulence. Everyone seems to know this except those in authority in Washington. 
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Ask, the following: 
(a) Why is foreign aid increasingly unpopular with the electorate? 
(6) If foreign aid is concededly unpopular, by what justification do repre- 
sentatives of the people vote contrarywise? 
(c) If dollar aid has merit, why has Cuba gone down the drain? 

Not counting the annual subsidy of several hundred million via the sugar dif- 
ferential, Cuba has received U.S. dollar aid (private and public) totaling over 
$900 million. More U.S. money has gone into Cuba than in any other Latin 
American country except Brazil and Venezuela. 

If the problems of Latin America are economic, then why has Cuba gone 
Communist? 

Is it not a fact that countries that have received the greatest per capita aid 
have been most subject to political unrest, revolution and coups d’etat? We 
mention Korea, Laos, Turkey, Cuba, Bolivia, as examples. 

Extent of aid to Latin America 


Here is a summary of aid to Latin America, 1946-60, as presented in the Con- 
gressional Record, August 19, 1960, pages 15669-15670: 
[Fiscal years 1946-60. Millions of dollars] 
U.S. Government programs: 
Mutual security program, total__......._.______- $ 


Fenachinid sin 563. 8 
Nonmutual-security program, total. ._____._____- daheniett Deena. 3, 227. 7 
Total U.S. Government economic programs_-_-_-._......_---_--- 3, 791. 5 
U.S. partes investment (1958 figures): 
UII ck Sin SeckaetSate, dic, ncn dihh tentiseceleennalit titan ced _.. $9, 769. 0 


NM 2 ee sali tee ee 


Total U.S. private investment pees) ef 


Grand total Government aid and private investment __-_-_-_-_-- 14, 904. 5 
Available foreign bases? 


We call your attention to an article in the July 4, 1960, U.S. News & World 
Report: ‘“‘Where U.S. Bases Are In Danger.’ The article begins: 

“All around the world, the military bases upon which the United States and 
its allies depend for defense against Soviet Russia and Red China are in danger.” 

The use of most of our overseas bases is endangered because of Soviet threats 
to destroy them if they act as host to American bombers or reconnaissance planes. 
But in Cuba, our great naval base at Guantanamo is endangered because it lies 
in hostile territory. 

Is not all this likely unavailability of our oversea bases a timely warning that the 
United States has no recourse other than to depend upon North American bases 
which we know will be available when we need them? Moreover, from these 
bases intercontinental bombers and missiles can destroy any target in the world. 
And weapons based on them are safer than if they were based overseas. 

Is it not therefore imperative that the $3 billion our Armed Forces spend abroad 


annually should be used to develop our own superior striking power and defensive 
> 9 
measures! 


[S. Doc. No. 115, 86th Cong., 2d sess.] 


MessaGE FROM THE PRESIDENT OF THE UNiTED States RELATIVE TO ‘THE 
LEGISLATIVE PROGRAM 


To the Congress of the United States: 


I welcome the return of the Congress. There is much important legislative 
work still pending that cannot await the selection and assembly of a new Con- 
gress and a new administration. The executive and legislative branches must act 
together on these pressing needs these next few weeks. Ishalldo my part. Iam 
sure that the Congress will be similarly disposed. 

First, the world situation, with its great significance to us. 

Fundamentally, it is as it was. The free world still faces a Communist im- 
perialism fixed upon conquest of all the world. 

Vigilance, therefore, must still be our watchword. Continuing strength— 
military, economic, spiritual—must remain our reliance. Our basic objective, to 
secure a permanent peace, is yet to be won. Our programs have long been keyed 
to this situation. They must continue. 
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During the congressional recess events have dramatized tensions that still 
plague the world. 

We have seen an intensification of Communist truculence 

Indeed, the Soviet dictator has talked loosely and irresponsibly about a possible 
missile attack on the United States. 

An American aircraft has been attacked over international waters. Our reso- 
lution requesting an investigation of this matter has been vetoed by the Soviets 
in the United Nations Security Council. Surviving crew members are still being 
held prisoner. 

The Soviet delegation has walked out of the Geneva disarmament negotiations. 

The Communists continue to exploit situations of unrest, flagrantly striving to 
turn to their ends the struggles and hopes of peoples for a better world. These 
Communist efforts have recently reached new extremes in central Africa. 

All of us know about Cuba. 

As a result of continuous appraisal of changing Communist tactics and attitudes, 
I have ordered the military services to take certain practical measures affecting 
the readiness and posture of our military commands. These include the deploy- 
ment of additional aircraft carriers to the 6th and 7th Fleets. A number of B-47 
medium bombers and their accompanying tankers, which had been scheduled to 
be phased out of our forces, will be retained in service for the time being; and the 
tempo of operation of the Strategic Air Command will be increased and its deploy- 
ment further dispersed. The readiness of our ground forces will be further im- 
proved by expanding the number and scope of strategic field and airborne exercises. 

I have also directed expansion of certain long-range programs. The Strategic 
Air Command eapability to conduct a continuous airborne alert will be further 
strengthened. More funds will be applied to the modernization of the Army 
combat equipment and to military airlift. Additional effort will be devoted to 
the development of the B-70 and the reconnaissance satellite Samos. 

During the congressional recess we have made extraordinary progress in testing 
one of America’s most important weapons systems—the Polaris ballistic missile 
submarine. It is with great satisfaction that I report to the Congress that the 
first test firings of the Polaris missile from the submerged nuclear submarine 
George Washington had rifle shot accuracy at great ranges. Never in my long 
military career has a weapon system of such complexity been brought from its 
original conception to the operational stage with such sureness and speed—an 
achievement that in its entirety has taken less than 5 years. 

The time is now right to increase the scope of the Polaris program and five 
instead of three more submarines have been started this fiscal year. Further- 
more, I have directed the development of a much longer range version of the 
Polaris missile, which will give America a weapon of even greater versatility, 
power, and invulnerability. 

The Defense Department will carry out these defense measures with its avail- 
able resources insofar as possible. Measures pertaining to weapons systems 
programs will be carried out by utilizing appropriations already made in this 
session. Total resources are adequate, although a modest increase in military 
personnel and in operation and maintenance funds may prove to be necessary 
to carry out the readiness measures. If such an increase should be required, I 
shall promptly request the necessary funds. 

Incidentally, provision will have to be made after the first of the year to fund 
the civilian-pay increases imposed by Congress a few weeks ago. These will 
add permanently to our defense costs some $200 million a year. 

Once again I assure the Congress that this Nation’s military power is second 
to none and will be kept that way. Our long range strategic bombers and air- 
to-ground missiles, our intermediate and long range ballistic missiles, our Polaris 
submarines, our attack earriers, the tactical air units overseas, the air defense 
forces, and the atomic and conventional firepower of our ground forces worldwide 
are indeed a retaliatory and defensive force unmatched anywhere. ; 

So much for administrative actions which I have recently taken. Congres- 
sional actions, too, are required. 

Our national security needs encompass more than excellence and strength in 
our own Military Establishment. They include measures to build free world 
strength everywhere. These require, and I therefore request, appropriations of 
the full amount authorized by the Congress for the mutual security program. 
At this point in the legislative process, these appropriations have been cut by 


well over a half-billion dollars. The Nation’s security and our inescapable 


interest in a stable world require that these amounts be restored. 
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In addition, I request a $100 million increase in the authorization and appro- 
priation for the mutual security contingency fund. This increase is needed to 
keep America poised for sudden developments, such as those in the Congo where 
a U.S. airlift and other efforts were needed suddenly and critically. Happily, in 
this instance, we were able to respond in a matter of hours. We must maintain 
aurselves in a position to give rapid backing to the efforts of the United Nations 
in this troubled region. 

At my direction, two other matters will be presented to Congress, their purpose 
being to promote free world stability by stimulating the hopes, morale, and 
efforts of our friends everywhere. These programs are— 

First, an authorization in the magnitude of $600 million to help our Latin 
American neighbors accelerate their efforts to strengthen the social and 
economic structure of their nations and improve the status of their individual 
citizens. This program, which should include turther assistance for the 
rehabilitation of devastated Chile, will promote the dynamism and effective- 
ness of all our efforts in this hemisphere. I urgently request enactment of 
this authorization prior to the Economie Conference of the American Re- 
publics, which convenes at Bogoté on September 5, so that discussions leading 
to the development of detailed plans may be initiated there. 

Second, a proposal to be presented in September befere the General 
Assembly of the United Nations, whereby we and other fortunate nations 
can, together, make greater use of our combined agricultural abundance to 
help feed the hungry of the world. The United Nations provides a multi- 
lateral forum admirably suited to initiate consideration of this effort. 

I consider it important that Congress approve a resolution endorsing such a 
program before the United Nations Assembly convenes. 

Turning to domestic problems, clearly we face a legislative logjam, the possi- 
bility of which I suggested, by special message, on the 3d of May. 

Only one major measure—civil rights—had then been passed, and this had two 
major deletions which I hope will now be restored in keeping with the bipartisan 
support evidenced for these items last month. 

Legislating time is now short, and so far in this session only 6 of the 27 measures 
I cited last May as required by the Nation’s interests have been enacted into law. 
Because those that fail of enactment before adjournment will go begging for 
months to come, I urge the Congress to attend to them now. In addition to those 
already mentioned, I cite these: 

Federal assistance in the construction of facilities for colleges, universities, 
and elementary and secondary schools; 

Assistance to older people to meet serious illnesses; 

Expansion of coverage of the Fair Labor Standards Act; 

A moderate upward adjustment of the minimum wage; 

Constructive measures to meet existing farm problems; 

A sound area assistance program directed specifically to the areas in need; 

The authorizing of 40 new judgeships to expedite the rendering of justice; 

Proper financing to avoid delays in our interstate highway program; 

An increase in the aviation fuel tax to facilitate proper financing of our 
airways modernization program; 

Removal of the interest rate limitation on long-term Treasury bonds; 

A postal rate increase to avoid saddling the next administration and 
taxpayers generally, wholly unjustifiably, with a postal deficit nearing a 
billion dollars a year; 

Liberalization of our immigration laws; 

Continuation of the long-established authority for the President to reor- 
ganize the executive branch; 

And a grouping of measures generally in the conservation field. 

Also still needed and long ago recommended are Senate ratification of the 
important Antarctica Treaty, amendments to speed our space exploration efforts, 
and a restoration of the traditional relationship between the active duty and the 
retired pay of our military personnel. 

All of these items are at least as urgently needed for America as when first 
recommended. So I urge that we stay on the job until it is done. 

Certainly we cannot adjourn the public interest. 

I have a special comment on two of these matters. 

First, agriculture: I reiterate the theme of my January 29 and May 3 messages 
on this subject. The well-being of our farm people still demands that we act 
with good sense on their pressing problems, notably wheat. The public will have 
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every right to register its serious protest should the Congress adjourn without 
responsible action in this area. 

The recent history of this problem has been deadlock. The Congress has 
refused to accept my recommendations and insisted upon unrealistic programs: 
which, of course, I have rejected. 

Last January I made one further attempt to resolve this issue. I urged Con- 
gress simply to work its will, provided only that the end result fitted within broad 
guidelines assuring a truly beneficial result for the farmer and the Nation. My 
own preferred program, leading to greater freedom for the farmer, is widelv 
known. I repeat, however, what I have said many times—if a different approach 
is desired, and kept within the guidelines, I will unhesitatingly approve it. 

Our farmers need constructive action and for years have been entitled to it. 
They know, as does all America, that this administration has been unable sub- 
stantially to alter the existing type of Wheat program because of lack of congres- 
sional cooperation. It has been a program attuned to calamity—war, depression, 
or drought—but which in these years of peace and great productivity has resulted 
in staggering surpluses which overhang the market, depress prices, and threaten 
the farmer’s future. 

The Congress should promptly provide the constructive remedies for agricul- 
ture so long and so urgently needed. 

For 5 years in a row I have recommended area assistance legislation. Regret- 
tably I had no choice but to veto the legislation the Congress did pass this session. 
It would have frittered the taxpayers’ money away in areas where it was not 
needed and on programs that would not have benefited those truly in need of help. 

A new area assistance bill, with administration backing, was introduced im- 
mediately after my veto. It would channel more help directly into stricken areas 
than any previous measure proposed. Failure to act will deny this help for months 
to come. Human distress demands action now. If later we find there should be 
changes either in the dollar amounts or the methods used, experience will dictate 
the kind of adjustments to be made. 

Last January I estimated that, if the Congress would adhere to my appropria- 
tion and revenue recommendations, we could look forward to a budgetary surplus 
of $4 billion. Since then, however, the spending programs enacted and pending— 
coupled with the failure of Congress to enact proposed new revenue measures 
threaten to consume the entire expected surplus. 

This situation relates very importantly to your forthcoming deliberations be- 
-ause of the need of avoiding further deficit spending and of making, in years of 
prosperity, savings to be applied either to debt reduction or to tax reform. 

In meeting this need I shall not abdicate my responsibility to use the Executive 
power to help keep the Nation’s economy strong and sound while we carry forward 
our urgent work at home and in the world. 

This means that I shall not be a party to reckless spending schemes which 
would increase the burden of debt of our grandchildren, by resuming, in prosper- 
ous times, the practice of deficit financing. I shall not fail to resist inflationary 
pressures by whatever means are available to me. 

This truth we must take to heart: in good times, we must at the very least 
pay our way. This is the fundamental condition for a dependable future for our 
working men and women, for management, for consumers, and for the Govern- 
ment. If we will but handle responsibly the taxpayers’ money, as I am firmly 
determined that we shall, private and public action can continue to move confi- 
dently ahead. 

This simply means that we must adhere to necessary programs and sensible 
priorities. I have herein suggested those in which I believe. 

If the Congress prefers other priorities at greater national cost, responsibility 
dictates that it accompany them with the additional taxes to pay the bill. 

I recognize the magnitude of the task still before the Congress, and, of course, 
I am not unaware of the other matters attracting public attention in this year 1960. 

But I repeat, if during the critical months ahead we hold to the standard of 
national interest, the future will be bright for America—indeed, for all the free 
world. 


Dwicut D. EISENHOWER. 
THE Wuite Hovusse, August 8, 1960, 
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